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INTERTIE 


THURSDAY, MAY 5, 1960 
U.S. Senate, 


SuBCOMMITTEE ON IRRIGATION AND RECLAMATION OF THE 
ComMITTER ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 


| The subcommittee met, pursuant to notice, at 10 a.m., in room 3110, 
New Senate Office Building, Senator Henry M. Jackson presiding. 

Present: Senators Henry M. Jackson of Washington, Thomas H. 
Kuchel of California, and Gordon Allott of Colorado. 

Also present: Senators Ernest Gruening of Alaska, Oren G. Long 
of Hawaii, Hall S. Lusk of Oregon, Henry Dworshak of Idaho, 
and Hiram L. Fong of Hawaii. 

Staff member present : Goodrich W. Lineweaver, professional staff 
member. 

Senator Jackson. The committee will come to order. 

This hearing is called primarily to hear witnesses from the Depart- 
ment of the Interior and others in connection with the proposal of 
the Pacific Gas & Electric Co. of March 14, 1960, with respect to pur- 
chase of surplus intermittent or dump energy from the Bonneville 
Power Administration for transmittal to California. 

This proposal was the subject of a letter to the chairman of this 
committee from Assistant Secretary Aandahl, dated March 28, 1960. 
In that letter Secretary Aandahl suggested that the Department 
must have the committee’s views on the proposal prior to the adjourn- 
ment of Congress. 

I will place that letter in the record at this point. 

(The letter referred to is as follows:) 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 28, 1960. 
Fon. James BE. Mvrray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. : 


Deak SeNaTOR Murray: Attached is a copy of a letter dated March 14, 1960, 
from the Pacific Gas & Electric Co. The letter calls our attention to the con- 
Unuation of the company’s offer of more than a year’s standing to purchase from 
the Bonneville Power Administration approximately $1,800,000 worth of sec- 
ondary energy annually. This sale can be made on a temporary basis without 
any Federal transmission line construction and without any implication of a 
future obligation of any kind. 

It is hard to find a reason for not having made the sale. This energy is now 
being wasted to the ocean in water spilled from Federal reservoirs without 
eenerating power because there is no immediate market for such power. This 
loss of revenue is seriously jeopardizing the continuance of our low power rates 
In the Pacific Northwest. 


1 
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As you know, our consideration of this matter was suspended pending cop. 
sideration by your committee of the intertie proposal in accordance with your 
request of July 13, 1959. We submitted to your committee on February 17 the 
study of a high-voltage interconnection between the Pacific Northwest ang 
California. Copies of this report had previously been provided the consultatioy 
group mentioned in the resolution of your committee of May 19, 1959. 

While we are cognizant of the fact that this is a matter which requires 
thorough study, it is our hope that your committee will be able to advise us as 
to your wishes as to further committee consideration of this matter. And we 
respectfully suggest that this is a matter upon which we must have an indica. 
tion of your committee’s position prior to the adjournment of this Congress. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


PaciFic GAs & ELEcTRIC Co., 
San Francisco, Calif., March 14, 1960. 
Hon. FRrep A. SEATON, 
Secretary of the Interior, 
U.S. Department of the Interior, Washington, D.C. 


DEAR MR. SECRETARY: A year ago, the California-Oregon Power Co. and Pacific 
Gas & Electric Co. conducted negotiations with Bonneville Power Administration 
for contracts which would enable Bonneville to sell surplus dump electric energy 
to Pacific at the California-Oregon border. The energy would be delivered over 
existing company lines, and a new 230-kilovolt line to be constructed by the 
companies between Klamath Falls and the pit No. 3 powerhouse of Pacific. 
Bonneville would receive on the average $1,800,000 a year for the dump energy. 
I informed the chairman and members of the subcommittee of the Senate Con- 
mittee on Interior and Insular Affairs by letter dated April 15, 1959, that Pacific 
would agree to a provision allowing either party to terminate the contract be. 
tween Bonneville and Pacific on 30 days’ notice. 

Pursuant to a resolution adopted by the committee on May 19, 1959, further 
contract negotiations were suspended until a study of the feasibility of other 
interconnections for the disposal of Bonneville energy in California had been 
completed. Bonneville, in cooperation with the Bureau of Reclamation and in 
consultation with interested parties in the Pacific Northwest and California, 
recently completed such a study, which was submitted by the Department of the 
Interior to the committee on February 17, 1960. The study shows that the 
only financially feasible interconnection is the 230-kilovolt line proposed last 
year, and that this will make possible an annual average delivery of 860 million 
kilowatt-hours from Bonneville to California and provide an average annual 
revenue to Bonneville of $1,800,000. 

In view of the conclusion arrived at in the study, it would appear to be in 
the public interest now to execute a contract providing for delivery of Bonneville 
surplus dump energy over the presently proposed 230-kilovolt line and avoid any 
further loss to the Government. Since the contract could be canceled at any 
time, it would not prevent the construction of any other lines found feasible in 
the future. In the meantime, the Government would gain $1,800,000 a year il 
revenues from Bonneville energy now going to waste in the Northwest. 

Very truly yours, 
Rosert H. GERDES. 


Senator Jackson. The current proposal is represented to provide 
net return to Bonneville of $1,800,000 annually. The contract would 
be cancelable on 30 days’ notice, according to the preliminary repre 
sentations of the Department and the Pacific Gas & Electric Co. 

There are many factors involved in the proposed transaction which 
require elucidation. Some of these questions were raised in a letter 
from Chairman Murray to Secretary Seaton under date of April 2, 
1960, which will be made a part of the record. 
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(The letter follows :) 


U.S. SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C., April 26, 1960. 
Hon. Frep A. SEATON, 
secretary of the Interior, 
Department of the Interior, Washington, D.C. 


Deak Mr. SECRETARY: Please refer to Assistant Secretary Aandahl’s letter and 
the Department’s news release of March 29, 1960, relating to ‘“‘Department urges 
action on offer to buy surplus SPA power” and related correspondence. You 
have been advised that the Committee on Interior and Insular Affairs has set a 
hearing on this subject for May 5 at 10 a.m. in room 3110, New Senate Office 
Building, and you have been requested to have departmental witnesses present. 

In the meantime, there have been several questions raised in connection with 
the subject matter of Mr. Aandahl’s communication of March 28 and the accom- 
panying letter from the Pacific Gas & Electric Co. It seems to me that the 
committee should have clarification on specific points which are requested as 
follows: 

(1) Is the $1,800,000 figure mentioned net to the Bonneville Power Admin- 
istration for delivery of intermittent or “dump” energy at Yamsay, Oreg., which 
would be transmitted by the California-Oregon Power Co. and delivered to the 
Pacific Gas & Hlectric Co. at the California-Oregon border subject to cancellation 
on 30-day notice? 

(2) How would California-Oregon Power Co. be compensated for transmitting 
energy from Yamsay to the border for delivery to Pacific Gas & Electric Co.? 

(3) What would be the additional capital costs to Bonneville Power Admin- 
istration for facilities for delivery of energy to California-Oregon Power Co. at 
border? 

(4) What would be additional cost to California-Oregon Power Co. for delivery 
of energy at the border? 

(5) What would be additional capital costs to Pacific Gas & Electric Co. of 
facilities for taking the energy into its system at the border? 


Any further information on these or related points outlined will be appreciated 
in advance of the May 5 hearing. 
Sincerely, 


JAMES WH. Murray, Chairman. 


Senator Jackson. The Chair is also advised that the Secretary of 
the Interior has replied to Chairman Murray’s letter under date of 
May 4 and that will be included at this point in the record so that there 
iscontinuity of what occurred. 

(The letter follows :) 

U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D.C., May 4, 1960. 
Hon. JAMES E. Murray, 


Chairman, Committee on Interior and Insular Affairs, 
US. Senate, Washington, D.C. 


Deak SENATOR Murray: Receipt is acknowledged of your letter of April 18 
advising that a public hearing will be held on May 5 on the subject of the Pacific 
Northwest-California intertie and your subsequent letter of April 26 raising spe- 
cifie questions about the proposed sale of power. 
une below correspond to the numbered questions in your letter of 

pri : 

1, The $1,800,000 revenue which the Bonneville Power Administration would 
Teceive on the average for the next 10 years for the delivery of secondary energy 
to the Pacific Gas & Electric Co. should be considered a net figure. Any pay- 
ments for wheeling that might be made by the Bonneville Power Administration 
to the California-Oregon Power Co. would be in dump energy which would other- 
wise be wasted, and therefore would not entail a cash payment. 

2. As explained in paragraph 1, any compensation paid to the California- 
Oregon Power Co. for transmitting energy from Yamsay to the border for deliv- 
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ery to the Pacific Gas & Electric Co. would be in dump energy that otherwise 
would not be utilized. 

3. If the Bonneville Power Administration delivered energy at the border, an 
investment of approximately $3,685,000 would be required to construct 78 miles 
of transmission from Yamsay to the border. 

4. If Bonneville delivered the power at Yamsay to the California-Oregoy 
Power Co. for delivery to the Pacific Gas & Electric Co. at the border, the Cali. 
fornia Oregon Power Co. would have to build approximately 20 miles of trans. 
mission from Klamath Falls to the border, which would cost about $1,229,800, 

5. Pacific Gas & Electric Co. would have to build transmission facilities from 
the California-Oregon border to their pit No. 3 generating plant in order to 
transmit the power to their load centers. These additional facilities would cost 
$2,962,000, which would provide a capacity of 160,000 kilowatts. Our report 
indicates that it is feasible to transmit 200,000 kilowatts over this circuit. To 
secure the additional 40,000-kilowatt capacity, an additional investment of $200- 
000 in series capacitors would be required. In addition, transmission capacity 
which would later be needed from the Pit-McCloud and Trinity generating 
plants to the San Francisco Bay area would be utilized and therefore the intertie 
should bear part of the costs of new facilities that later would have to be built. 
The allocated portion of this transmission to the Pacific Northwest-California 
intertie is $1,400,000, giving a‘total capital cost to the Pacific Gas & Electric 
Co. of $4,562,000. 

The California-Oregon Power Co. has agreed to wheel the energy from Yam- 
say to the Oregon border at a rate comparable with the Bonneville Power 
Administration’s established formula for wheeling power for others, provided, 
however, that the charge be not less than 0.133 kilowatt-hour for each kilowatt- 
hour delivered and not more than 0.20 kilowatt-hour for each kilowatt-hour de- 
livered, which is equivalent to a rate of one-third to one-half mill per kilowatt- 
hour delivered at the border. The charge would be changed within the above 
limits if the wheeling charges in the formula were altered. At present, the 
formula would yield a charge of 0.133 kilowatt-hour per kilowatt-hour delivered 
to the Pacific Gas & Electric Co. 

The proposed sale will utilize the full capacity of existing and proposed 230- 
kilovolt transmission facilities, both in California and Oregon. These facilities 
are needed and would be useful regardless of the type and size of additional 
interconnections which might ultimately be built. This type of secondary power 
is principally available during the summer months when it can be used for 
steam replacement. 

The preliminary working draft contract which was submitted to the commit- 


tee at the April 8 and 9 hearings has not been cleared by the Department. } 


You may be assured that the final contract will be given most careful review 
particularly with regard to the conditions and terms for the sale and delivery 
of this secondary power. 
Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 

Senator Jackson. Another factor is a request dated April 28 from 
Governor Brown of California to Chairman Murray, asking that the 
committee assist in securing a postponement of execution of the pro- 
posed contract until a report from consultants is available on a sug- 
gested high voltage power interconnection between the Pacific North- 
west and California. This report is promised by “early or mid- 
June.” 

The letter from Governor Brown to the chairman of the committee 
will be included at this point in the record. 

Mr. Lineweaver. Mr. Chairman, for continuity, here is a letter 
from the Governor of Oregon concerning Governor Brown’s request 
that no action be taken at this time. 

Senator Jackson. Without objection, Governor Hatfield’s letter 1s 
placed in the record following the letter from Governor Brown. 
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Mr. Lineweaver. There is also a telegram from Albert Rosellini, 
the Governor of the State of Washington, that you also will wish to 
place in the record. ; 

Senator Lusk. Could I see the letters, Mr. Chairman ? 

Senator JAcKson. Certainly, Senator. 

(The letters and telegram follow :) 


STATE OF CALIFORNIA, 
GOVERNOR'S OFFICE, 
Sacramento, Calif., April 28, 1960. 
Hon. JAMES E. Murray, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

Deak SENATOR Murray: Thank you very much for your invitation for me or 
my representative to appear before the Senate Interior and Insular Affairs 
Committee on May 5 regarding the proposed contract between the Pacific Gas 
& Electric Co. and Bonneville Power Administration. Mr. Ralph M. Brody, my 
special counsel on water matters, will appear for me at the hearing. 

In my letter dated March 23 to you I requested the assistance of your com- 
mittee in obtaining a postponement of the execution of the proposed contract at 
least until California, with the cooperation and assistance of the States of 
Oregon and Washington, had an opportunity to develop and present further and 
detailed studies now being conducted by our consultants. The consultants have 
informed me that we will have the preliminary results of that study by early 
or mid-June. 

Because the date has been set for May 5, I have no desire to request post- 
ponement of this initial hearing but I do wish to reiterate my request that no 
final action be taken until the report of the consultants is available. Accord- 
ingly, Mr. Brody will appear on May 5 solely for the purpose of requesting the 
committee, after it has heard other witnesses desiring to be heard at that time, 
to take no final action with respect to the matter, to adjourn the hearings until 
mid-June, and at that time permit California and perhaps other States to make 
an adequate presentation on this subject which we consider to be very important 
to Northwestern and Pacific coast States. This matter has been under consid- 
eration by the Department of the Interior for a long period of time and the 
studies conducted by Bonneville Power Administration consumed well over a 
year. I respectfully suggest that the additional time requested in order to pre- 
sent our views should not be considered as a substantial element in a matter as 
important as this. I am certain that the information we will be able to present 
will be of great value to your committee. 

Sincerely, 
EpMuUND G. Brown, Governor. 


OFFICE OF THE GOVERNOR, 
Salem, Oreg., May 2, 1960. 
Hon. Hari 8. Lusk, 
Senate Office Building, 
Washington, D.C. 


Deak SENATOR Lusk: This letter is pursuant to the telephone conversation 
and correspondence between you and Jonel Hill relating to the hearing on the 
California Power intertie scheduled for May 5. I would be very grateful if 
you would present a statement to the committee on my behalf. 

Research into the fascinating question of a power intertie between the Pa- 
cifie Northwest and California has recently been revived due to the efforts of 
the Governors of Washington, California, and Oregon. The report before the 
committee today was prepared by the Bonneville Power Administration at the 
direction of the committee after the matter of the three States’ interest reached 
the committee’s attention. 

Before that time and after that time it was well known that the Governors 
Were attempting to find the appropriations necessary to finance a joint study by 
il independent engineering firm. This effort was unsuccessful, but the State 
of California has by itself employed an independent firm. It is my under- 
standing that the report of the, firm is very near completion. If the report of 
the firm confirms the Bonneville report, then the evidence of engineering and 


55686—60——2 
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financial feasibility will be strengthened. On the other hand, if California's 
report differs from the Bonneville report the committee should surely haye 
that viewpoint available when assessing the merits of the Bonneville report, 

Inasmuch as the idea of a California intertie has been under discussion and 
study for at least 10 years, I respectfully request that the committee defer con- 
sideration of the Bonneville report until next month, when California’s report 
is available. 

Sincerely, 
Mark O. HATFIELD, Governor, 


OLYMPIA, WASH., May 4, 1960. 
Hon. Henry M. Jackson, 


Senate Office Building, Washington, D.C.: 


In regard to your committee hearing on California intertie, I again re- 
spectfully suggest that the Congress take no final legislative action until our 
three State findings have been concluded. This request is made in order that 
the economic interests of the people of the State of Washington may be fully 
protected. 


_ ALBERT D. ROSELLINI, 
Governor, State of Washington. 

Senator Jackson. By way of background, it should be explained 
perhaps that the current situation on the part of the committee grows 
out of a resolution of May 19, 1959. Under this resolution, the De- 
partment of the Interior was requested to make a study of a high- 
voltage intertie between the Pacific Northwest and California. This 
study was made and submitted under date of February 17, 1960. The 
views of the Comptroller General and the Federal Power Commis- 
sion on the report were solicited by the committee. 

These replies, including the report of the Department and com- 
ments, are included in a committee print dated May 3, 1960, entitled 
“Pacific Northwest ( Bonneville) -California Intertie.” This ma- 
terial will be incorporated in the record by reference. The letter 
from Governor Brown was previously included in the record. 

Before proceeding with the Government witness, the Chair would 
be delighted to hear from the senior Senator from California, Sen- 
ator Kuchel, at this point. Then we will call on Senator Engle. 


STATEMENT OF HON. THOMAS H. KUCHEL, A U.S. SENATOR FROM 
THE STATE OF CALIFORNIA 


Senator Kucuert. Mr. Chairman, my comments will be very brief. 
This is a very important hearing. It is of great importance to the 
people whom I have the honor to represent, the people of the State of 
California; but it is also of great importance to every State in the 
northwestern area of the country. ! 

I think the problem presents itself not only as one of a policy deci- 
sion but also one of considerable legal involvement and I would like 
today, if I could, to help build a record which would give the commit- 
tee in its capacity an opportunity to pass judgment on both the ques- 
tions of policy and the questions of legality involved. 

I do want to say that Senator Dirksen, the minority leader, is absent 
today from the Senate. We convene at 11 o’clock and I will be re- 
quired to leave here shortly before 11 but I then intend to return. 

Senator Jackson. Very fine. Thank you, Senator Kuchel. 

Senator Engle? 
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STATEMENT OF HON. CLAIR ENGLE, A U.S. SENATOR FROM THE 
STATE OF CALIFORNIA 


Senator Eneie. Thank you very much, Mr. Chairman. 

There is very little more to say on this subject at this time. I stated 
my views fully in testimony before this committee at the hearing you 
conducted on the intertie on April 8 and 9, 1959. Since then the Bon- 
neville Power Administration has made a study of the proposal and 
submitted its report. I have commented on the report in letters to 
your committee dated January 25, 1960, and March 22, 1960, both of 
which are printed in the committee print just published. I reiterate 
the views expressed in those letters today. 

The State of California now is engaged in an engineering and eco- 
nomic analysis of the Bonneville report, in cooperation with the States 
of Washington and Oregon. 

Incidentally, Mr. Chairman, I understand that that study is being 
made by H. Zinder & Associates of Seattle, Wash., and more par- 
ticularly by Mr. Sol E. Schultz, who used to be Chief Engineer on 
Bonneville. 

When this report is completed several of us may have more to offer 
to the committee on this question. Accordingly, I hope that this hear- 
ing will be adjourned to mid-June or later in order that you may have 
the benefit of all studies before any action is taken. 

I observe, Mr. Chairman, that the Governor of Oregon has now 
joined in the request of the Governor of California that such post- 
} ponement be made in order that a very careful analysis of this situa- 
> tion be made by the Seattle engineering firm and that it will be before 
> the committee when it acts. 
> Ipresent, Mr. Chairman, for the record, the statement presented by 
F. V. Frey, secretary of the California Municipal Utilities Associa- 
) tion, in which he encloses a resolution. 
© Senator Jackson. Without objection, it will be included at this 
) point in the record. 
>» (The statement follows:) 


STATEMENT OF F. V. Frey, SECRETARY, CALIFORNIA MUNICIPAL UTILITIES 
ASSOCIATION 


Mr. Chairman and members of the committee, my name is F. V. Frey, of 
Pasadena, Calif. I am secretary of the California Municipal Utilities Associa- 
|tion. The association is comprised of publicly owned utilities serving electric- 
ity, water, or gas or a combination of these services. Our members render at 
least one of these services to about 70 percent of California or about 10 mil- 
lion people. 

The association at its February convention in Santa Monica reiterated its 
position in opposition to the Interior Department's proposal to contract with 
Pacific Gas & Electric Co. and California-Oregon Power Co. for the sale of 
surplus power from the Bonneville system. The main reason for the associa- 
Uon's opposition is based on the firm belief that any power intertie between 
the Pacific Northwest and California should be an extra high voltage, large 
capacity, common carrier line which can be used by both private and public 
agencies. Moreover the association believes that legislation is needed to protect 
the areas of origin against the export of power which might be needed in the 
areas of origin. 

The present Interior Department proposal does not meet these standards. 
The State of California has underway a study being made by a private engineer- 
ing firm. A preliminary report on the problems will be available within a 
month. When that report is available to them, the Interior Department and 
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this committee will be in a much better position to determine what action jx 
necessary for the full protection of the public interest. 

In conclusion, I ask this committee to give us another 30 days in which we 
can collect this basic engineering information. 

A copy of the association’s resolution is being made a part of this statement, 


CALIFORNIA MUNICIPAL UTILITIES ASSOCIATION 
February 26, 1960 
RESOLUTION NO. 3 


Whereas information made available by Federal and other reports shows that 
large quantities of low-cost electric power, both developed and potential, now 
available in the Northwest States is being wasted to the sea for lack of a 
market ; and 

Whereas many members of the California Municipal Utilities Association and 
the State of California, particularly in connection with its water program, are 
vitally interested in the purchase of such excess power ; and 

Whereas recent studies prepared by the Bonneville Power Administration, 
pursuant to a request of the U.S. Senate Committee on Interior and Insular 
Affairs, concludes that only a minimal intertie to dispose of small quantities 
of dump energy to a private utility in California would be justified; and 

Whereas preliminary studies by the State indicate the construction of an 
extra high voltage, common carrier intertie with capacity ample to transfer 
large blocks of power would be economically feasible and would have important 
national defense aspects : Now, therefore, be it 

Resolved by the California Municipal Utilities Association, That it urge the 
State of California to proceed promptly with a complete study of the whole 
Northwest-California intertie question, including consideration of— 

1. The loads and resources of Federal and non-Federal, and public and 
private agencies in both California and the Northwest : 

2. The advantages of an extra high voltage common carrier inter: 
connection ; 

3. Means by which the Pacific Northwest can be fully protected in the 
event power marketed in California is later needed in the areas of origin. 


Senator Jackson. The Chair will be very happy, if you desire to 
stay on, that you sit up here with the committee. 

Senator Enete. I appreciate the offer and perhaps later I can come 
back. Inthe meantime, I have to go to another committee. 

Senator Jackson. What is the purport of the resolution that you 
just offered ? 

Senator Enetr. The statement made by Mr. Frey joins in the re- 
quest that this matter be postponed until we have the full engineering 
report and the statement points out that the association at its February 
convention in Santa Monica reiterated its position in opposition to the 
Interior Department proposal to contract with Pacific Gas & Electric 
Co. and California-Oregon Power Co. for the sale of power. 

Senator Jackson. Thank you, Senator Engle. 

By way of further comments in connection with the introductory 
statement I made, the Chair would like to express the hope that at the 
hearing this morning we can, to the best. of our ability, get all the facts 
in the record in connection with the proposal made to the Bonneville 
Power Administration by the Pacific Gas & Electric Co. 

In addition, of course, to the Government witnesses, the Chair under- 
stands that there are some other people here in connection with the 
American Public Power Association meeting and they may desire (0 
make comments or to file statements. 

After we have heard from the Government witnesses, we will call 0 
any present who desire to be heard in that connection. 
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The Chair would express the hope that as a result of getting all the 
facts in the record and subsequently the proposal from the Governor 
of California that we will have enough information so that the States 
affected will have an opportunity to review these proposals with the 
hope that we will have the benefit of the views and comments of the 
States involved in the Pacific Northwest area as well as the State of 
California. 

Judge, did you desire to make a comment ? 

Senator Lusk. I do not think so at this time, Mr. Chairman. 

Senator Jackson. The first witness this morning will be the Assist- 
ant Secretary of the Interior, Mr. Fred Aandahl, and Mr. Dubrow. 

Would both of you like to come up ? 

Secretary Aandahl, I understand that you do not have a regular 
prepared statement but, in view of the fact that those present, in- 
cluding members of the committee, may not have had an opportu- 
nity to see or read the reply of the Department in connection with 
the letter sent to the Department by the chairman of the full com- 
mittee under date of April 26, I wonder if you would be good enough 
to read into the record at this point, first, the question put by Senator 
Murray, and then the answer by the Department in connection with 
this letter of May 4; or if there is any other preliminary point that 
you wish to make prior to that, you go right ahead. 


STATEMENTS OF FRED G. AANDAHL, ASSISTANT SECRETARY 
(WATER AND POWER), DEPARTMENT OF THE INTERIOR, AND 
MORGAN D. DUBROW, MANAGER, WASHINGTON OFFICE, BON- 
NEVILLE POWER ADMINISTRATION 


Mr. Aanpaut. Thank you, Mr. Chairman. 

We, from the Department of the Interior, are appreciative of the 
opportunity of appearing before your committee and presenting such 
further information as we have with respect to the proposed sale of 
surplus energy from Bonneville to the California Gas & Electric Co. 

The letter to which you have referred was sent late yesterday after- 
noon. It was late because of our attempt to get the latest informa- 
tion that we had into the letter prior to this hearing. 

I will be very glad to read the letter and, as I approach each of the 
hee a the question that is in Senator Murray’s letter dated 
April 26, 

Senator Jackson. Very good. 

Mr. AANDAnL (reading). 


Deak SENATOR Murray: Receipt is acknowledged of your letter of April 18 
advising that a public hearing will be held on May 5 on the subject of the 
Pacific Northwest-California intertie and your subsequent letter of April 26 
Talsing specific questions about the proposed sale of power. 


‘ae below correspond to the numbered questions in your letter of 
pri . 


Turning to the letter of April 26, question No. 1 is: 


_Is the $1,800,000 figure mentioned net to the Bonneville Power Administra- 
on for delivery of intermittent or “dump” energy at Yamsay, Oreg., which 
would be transmitted by the California-Oregon Power Co. and delivered to 
the Pacific Gas & Electric Co. at the California-Oregon border subject to can- 
tellation on 30-day notice? [ 
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Answer: 


The $1,800,000 revenue which the Bonneville Power Administration wou 
receive on the average for the next 10 years for the delivery of secondary energy 
to the Pacific Gas & Electric Co. should be considered a net figure. Any pay. 
ments for wheeling that might be made by the Bonneville Power Administration 
to the California-Oregon Power Co, would be in dump energy which would other. 
wise be wasted, and therefore would not entail a cash payment. 


Question No. 2: 


How would California-Oregon Power Co. be compensated for transmitting 
energy from Yamsay to the border for delivery to Pacific Gas & Electric (0, 


Answer No. 2: 


As explained in paragraph 1, any compensation paid to the California-Oregoy 
Power Co. for transmitting energy from Yamsay to the border for delivery 
to the Pacific Gas & Electric Co. would be in dump energy that otherwise would 
not be utilized. 


Question No. 3: 


What would be the additional capital costs to Bonneville Power Administra. 
tion for facilities for delivery of energy to California-Oregon Power (o. at 
border? 


Answer No. 3: 


If the Bonneville Power Administration delivered energy at the border, an 
investment of approximately $3,685,000 would be required to construct 78 miles 
of transmission from Yamsay to the border. 


Question No. 4: 


What would be additional cost to California-Oregon Power Co: for delivery of 
energy at the border? 


Answer No. 4: 


If Bonneville delivered the power at Yamsay to the California-Oregon Power 
Co. for delivery to the Pacific Gas & Hlectric Co. at the border, the California- 
Oregon Power Co. would have to build approximately 20 miles of transmission 
from Klamath Falls to the border, which would cost about $1,229,800. 


As we all know, the California-Oregon Power Co. presently has 
line from Yamsay to Klamath Falls. 
Question No. 5: 


What would be additional capital costs to Pacific Gas & Electric Co. of 
facilities for taking the energy into its system at the border? 


Answer No. 5: 


Pacific Gas & Electric Co. would have to build transmission facilities from 
the California-Oregon border to their Pit No. 3 generating plant in order t 
transmit the power to their load centers. These additional facilities would cost 
$2,962,000, which would provide a capacity of 160,000 kilowatts. Our report 
indicates that it is feasible to transmit 200,000 kilowatts over this circuit. T0 
secure the additional 40,000-kilowatt capacity, an additional investment of 
$200,000 in series capacitors would be required. In addition, transmissiol 
capacity which would later be needed from the Pit-McCloud and Trinity ger 
erating plants to the San Francisco Bay area would be utilized and therefore 
the intertie should bear part of the costs of new facilities that later would have 
to be built. The allocated portion of this transmission to the Pacific Northwest 
California intertie is $1,400,000, giving a total capital cost to the Pacific Gas & 
Electric Co. of $4,562,000. . 


That answers the five specific questions that were asked. 
Now, there are three other paragraphs that give some further i 
formation that Interior would like to submit. 
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The California-Oregon Power Co. has agreed to wheel the energy from Yamsay 
to the Oregon border at a rate comparable with the Bonneville Power Admin- 
istration’s established formula for wheeling power for others, provided, how- 
ever, that the charge be not less than 0.133 kilowatt-hour for each kilowatt- 
hour delivered and not more than 0.20 kilowatt-hour for each kilowatt-hour 
delivered, which is equivalent to a rate of one-third to one-half mill per kilowatt- 
hour delivered at the border. The charge would be changed within the above 
limits if the wheeling charges in the formula were altered. At present, the 
formula would yield a charge of 0.133 kilowatt-hour per kilowatt-hour delivered 
to the Pacific Gas & Electric Co. 

I might add that within the past 2 weeks the California-Oregon 
Power Co. asked for a conference with Dr. Pearl, Administrator of 
Bonneville Power Administration, and made this wheeling offer. This 
wheeling offer to perform the wheeling for a compensation that Bon- 
neville is asking of non-Federal entities who wheel power over the 
Bonneville system, and we think it fairly reflects the costs that Bonne- 
ville would have if it were to construct the transmission line and 
move the power from Yamsay to the border over its own transmission 
facilities. 

The proposed sale will utilize the full capacity of existing and proposed 230- 
kilovolt transmission facilities, both in California and Oregon. These facili- 
ties are needed and would be useful regardless of the type and size of additional 
interconnections which might ultimately be built. This type of secondary power 
is principally available during the summer months when it can be used for 
steam replacement. 

The preliminary working draft contract which was submitted to the committee 
at the April 8 and 9 hearings has not been cleared by the Department. You 
may be assured that the final contract will be given most careful review par- 


ticularly with regard to the conditions and terms for the sale and delivery of this 
secondary power. 


The letter is signed by myself as Assistant Secretary of the Depart- 
ment of the Interior. 

Now, Mr. Chairman, that briefly outlines the information that the 
Department of the Interior has and I would be very glad to attempt 
to answer any questions that the committee may have. 

Senator Jackson. Thank you, Mr. Secretary. 

Referring to the last paragraph, have there been any revised drafts 
submitted to the contract that was submitted to the committee in con- 
nection with the hearings on April 8 and 9 a year ago? 

Mr. AAnpDAHL. No; there have not been. 

Senator Jackson. Except as indicated in this letter ? 

Mr. Aanpaun. You will recall that the committee resolution re- 
quested Interior to defer negotiations until we had further word from 
the committee. 

The only thing that has occurred since that time has been the con- 
ference that the California-Oregon Power Co. requested and their 
offer to wheel as outlined in this letter. 

Senator Jackson. So that the proposed contract, as submitted by 
Bonneville to the Department, remains the same except as modified 
inconnection with your letter of May 4 in general ? 

Mr. AANDAHL. We have made no modifications in the contract. 

Senator Jackson. I understand, but I meant that the proposal 
has been modified to that extent and you have the specific information 
here, for example, on the wheeling ? 

Mr, AanpaHL. That is correct. 

Senator Jackson. In connection with the wheeling charges which 
understand is to be paid by dump power sold to California-Oregon 
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Power Co., are the wheeling charges in accordance with the criteria 
that Bonneville has adhered to in other instances where wheeling js ' 
involved by private companies ? 

Mr. Aanpaut. I believe I will ask Mr. Dubrow to give any specific 
information that he has in mind about wheeling fees we have paid to 
other companies. I think there may be some variation there. 

Senator Jackson. The question is only directed to determine 
whether the wheeling charges are fair and reasonable. 

Mr. Aanpant. This wheeling rate, as I explained, is the rate that 
Bonneville charges other entities that wheel over the Bonneville 
system. 

Mr. Dusrow. The wheeling rate, Senator, as Governor Aandahl 
has indicated, is based on the formula which Bonneville has estab- 
lished for wheeling power for non-Federal entities and that is based 
on the average cost of the Bonneville facilities which directly reflects 
what it would cost the Government to put in a line. Bonneville has 
some 75 to 100 wheeling contracts within its marketing area with var- 
ious private utilities and some public agencies to deliver power to its 
customers. 

Basically, these are contracts for wheeling firm power although 
there are a number of examples where interruptible power is wheeled 
for the account of Bonneville Power Administration by private utili- 
ties in the area in order to serve our customers. 

The rate which the California Oregon Power Co. has offered is cer- 
tainly, in our judgment, fair because it is no more or no less than we 
would charge them for the same service. 

Senator Jackson. How long would it take to pay for the line, to 
amortize it, in other words? 

Mr. Dusrow. Based on Government financing, this wheeling rate 
would take 35 years to recover, to amortize the line. 

Our whole transmission system is set up to be amortized in 35 years. 

Mr. Aanpauu. On present financing it will probably take a longer 
period. 

Senator Jackson. Of course, this will depend on the load. 

Mr. Dusrow. That is correct. 

Senator Jackson. And the rate. 

Mr. Dusrow. It will depend on how much power they are able to 
utilize in the time that is available. 

Senator Jackson. What is the rate that you are charging Pacific 
Gas & Electric for the secondary or dump power? Secondary and 
dump are the same thing, are they not ? 

Mr. Aanpaut. It is the standard rate we would charge any cus- 
tomer who wished to buy power under the rate. 

Again, I believe I will ask Mr. Dubrow to give the details on that. 

Senator Jackson. You have a published rate in that regard? 

Mr. Dusrow. We have two published rates. Any customer or 
potential customer may take power from the Bonneville Power Ad- 
ministration. One of them is the dump rate at which the customer 
pays 214 mills per kilowatt-hour for every kilowatt-hour taken with 
no requiremnts to pay for and take more than they actually purchase. 

We have in addition to that section 15.1 of our general rate schedule 
provisions which allows us to use any firm power rate for sale of 
secondary power. The most commonly used rate for sale of sec- 
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ondary power is our C-4 rate under which a number of our customers 
take power and wherein the customer is charged at the rate of 4» 
of $17.50 per kilowatt-month. This means that, if the customer is 
able to take this power at 100 percent load factor, he pays 2 mills for 
it, but, to whatever extent this load factor varies, the cost of the power 
increases. For example, if his load factor dropped at any time to 
50 percent, he would be paying 4 mills for the power. 

The Pacific Gas & Electric Co. had been working on this problem 
and looking at it with our people and they have indicated that they 
would elect to take this power under the C4 rate because they think 
that they could take it at a high enough load factor to make that 
rate advantageous to them. 

Senator Jackson. Is this the $17.50 rate? 

Mr. Dusrow. $17.50 per kilowatt-year prorated over a 12-month 

eriod. 

, Senator Jackson. Of course, it is going to vary during the year. 
You will have your heavy load between May and September, will you 
not? 

Mr. Duprow. That is right. The power is principally available 
inthe summer months and not always all the way through the summer. 

There are a number of times in the months of August and Septem- 
ber where there is not too much of this power available. It is 
principally available in May, June, and July. 

We would notify them at the beginning of the month what we 
could anticipate that we could furnish them for that month and then 
they would set up their demand for that month and pay for it on 
that basis. 

Senator Jackson. If you did this on a month-to-month basis under 
the proposed contract, would you notify the company as to what 
power you would probably be able to deliver ? 

Mr. Dusrow. That is right. That is the way that we would oper- 
ate under this proposed rate and the proposed contract. 

Senator Jackson. And it is subject to cancelation on 30 days’ no- 
tice on the part of either party ? 

Mr. Dusrow. Well, the Pacific Gas & Electric Co. has in their own 
letter to the Department offered to accept the 30-day cancelation 
clause in the contract which would be incorporated in any contract 
that Bonneville would recommend be approved. 

Senator Jackson. Can they cancel it on 30 days’ notice, too? 

Mr. Dusrow. That is right. 

Senator Jackson. It goes both ways? 

Mr. Dusrow. Yes, sir. 

Senator Jackson. I wonder, Secretary Aandahl, if you could indi- 
cate whether or not there are any precedents for this sort of a pro- 
posal? Maybe before you reply to that you might indicate whether 
power is being sold outside of the regular marketing area at this time 
inthe Bonneville system and in the other systems around the country. 

Mr, Aanpant. I might start out by saying that over a long period 
of time, and the time starts long before I became associated with the 
Department of the Interior, it has been the policy of the power mar- 
keting agencies in the Department of the Interior to establish mar- 
keting areas for certain blocks of power that they have to market. 


55686—60——3 
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For example, the power coming from the Columbia River system js 
a block of power that would be so considered. 

The power coming from the hydroplants on the main stem of the 
Missouri River, the plants that were built by the Corps of Engineers 
but for which the Bureau of Reclamation is marketing the power, that 
is another block, and a marketing area has been established for the 
sale of that power. 

Senator Jackson. Has that been done by Executive or depart. 
mental order? 

Mr. Aanpaut. That was done by the memorandum that was signed 
by the Commissioner of the Bureau of Reclamation and has secre 
tarial approval in the Department of the Interior, and that sets up 
definite boundaries as the marketing area in the Missouri Basin. 

In the case of the Southwestern Power Administration, which js 
located at Tulsa, Okla., and the Southeastern Power Administration 
which is located at Elberton, Ga., just by the experience of the years’ 
marketing areas have been established by those administrations for 
the power that they have to market and each of them are marketing 

ower from half a dozen or more hydro projects built by the Corps of 
ngineers in about half a dozen States and definite limitations are 


placed on the distance that the administration will go in. marketing 
ower. 
Those limitations are based upon a sound businesslike administra- 
tion of power marketing. 
We all appreciate that it is more economical and more feasible to 
sell the power reasonably near to source of generation and the mar- 
keting areas are set up on that basis, taking into consideration the 


requirements of the preference customers in the area. 

ll through its experience in marketing power, Interior has re- 
ceived numerous applications from entities outside of these market- 
ing areas. 

e have never sold firm power out of what was established as the 
marketing area. Sometimes the marketing area has been set up with 
very definite boundary lines. In other instances it is less certain 
in exact area. 

Senator Jackson. But the policy has been to sell the power within 
the logical contiguous geographical area where the power is developed! 

Mr. Aanpauu. That is correct. 

Senator Jackson. Then if there is a sale outside that area how is 
it handled with reference to the area in which it is developed? 

Mr. AanpauL. Generally speaking, and I doubt if there is hardly 
an exception to it, Interior has not marketed firm power out of the 
established marketing areas, 

. Senator Jackson. It has been on a dump power, secondary power 
asis ? 

Mr. Aanpanu. Any power that we have sold outside of these estab- 
lished marketing areas has been the sale of secondary and dump power 
for which we were begging for a market. 

Senator Lusk. What was that area with respect to Bonneville? 

Mr. Aanpaut. In the Bonneville area it is the area north of the 
California-Oregon boundary line. It is the States of Oregon and 
Washington. It is the northern part of Idaho which is north of the 
area where the Bureau of Reclamation is supplying power to the 
southern area and it is Montana west of the Continental Divide. 
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Senator JAcKson. Excuse me, Judge. What agreements or ar- 
rangements do you have now in the sale of power in Montana and 
Idaho, for example, to customers or companies in those States ? 

Mr. Aanpaut. In the Bonneville area we market the Hungry Horse 
power and, as I am sure you know, by a provision in the authorizing 
act that was or by Congress, portions of the power from Hun- 
ory Horse are designated for sale in Montana; and, in the market 
of that firm power, we do sell a little that goes east of the Continenta 
Divide but there is a specific statute providing for that. Outside of 
that exception, we are marketing quite an appreciable amount of sec- 
ondary power outside of the marketing area. 

We have a contract with the British Columbia Electric Power Co. 

We have a contract with the Idaho Power Co. under which they 
take secondary power and use it in that portion of Idaho that is in the 
Bureau of Reclamation power marketing area. 

We also sell secondary power to Montana Power Co. that is used 
| pretty well throughout the State of Montana in steam replacement. 

We have a contract with the Pacific Power & Light Co. and they 
take dump energy and utilize it for steam replacement in the State of 
Wyoming, and the proposed contract with Pacific Gas & Electric 
would do a similar thing in that area. 

Senator Jackson. In these three instances of Idaho Power Co., 
Montana Power, and Pacific, that is all secondary ? 

Mr. AanDaHL. Yes, except the portion of Hungry Horse power. 

Senator Jackson. That is reserved by provision in the authorizing 
act ¢ 

Mr. AanpDAHL. That is what I am speaking of. 

Senator DworsHaxk. They are not able to use all of your secondary 

ower 
, Mr. AanpauL. That is correct. We have a large block, and will 
have for many years, for which we have no immediate market. 

Senator Jackson. What is the rate charged in these three instances 
to which you have referred which come as close as possible to being 
a precedent here ? 

Mr. AanpauL. They are taking power under one of our standard 
rate schedules. 

_ I will again ask Morgan Dubrow if he can give you more specifie 
information. 

Mr. Dusrow. The Pacific Power & Light Co. and the Montana 
Power Co. both take power under our 4 rate which is 2 mills 
if they can fit it into their load so as to take it at 100 percent load 
factor and within the established demand that they have established 
with it under the contract and in addition to that they buy dump power 
for 214 mills per kilowatt-hour. 

Senator Jackson. So that it is some of both ? 

Mr. Dusrow. It is some of both. These two rates are available te 
any customer who would elect to take that class of power. 

Senator Jackson. To which companies did you refer ? 

Mr. Dusrow. Pacific Power & Light and Montana and this applies 
to all of the private utilities. 

Senator Jackson. Does that apply to Idaho, too? 

Mr. Dusrow. Yes; Idaho’s contract is a straight 214-mill exchange. 

Senator Jackson. They do not use the C-4? 
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Mr. Dusrow. Yes. They do not take power under the C-4 rate. 
Senator Jackson. But the other two do use a mixed arrangement! 
Mr. Dusrow. Yes. 

Senator Jackson. Do you have any wheeling involved in those 
three instances and, if so, what is the rate as compared with this 
porposal ? 

Mr. Dusrow. Well, Idaho Power Co. interconnected with our lines 
at La Grande in order to take the power. 

Senator Jackson. So that there is no wheeling charge involved in 
the case of Idaho Power Co. ? 

Mr. Dusrow. That is right. We deliver power to them at the 
point of delivery and they pick it up on our system. 

We do, however, have some wheeling contracts with the Montana 
Power Co. in which we pay them to deliver firm energy to our 
customers and sometimes these exchanges replace for us firm power, 

Senator Jackson. Is that not quite comparable? 

Mr. Dusrow. That is not.at all comparable, Senator, to what we are 
talking about. 

Senator Jackson. What about Pacific Power? 

Mr. Dusrow. Generally, they pick the power up on our system. 
‘We do have some wheeling contracts with them in which they serve 
our firm power customers, but again this is not secondary power. 

In the case of B. C. Electric, Bonneville built a line to the border 
in order to be able to interconnect with them and sell the power. 

Senator Jackson. That grew out of a wartime situation, I believe. 

Mr. Dusrow. Yes. 

Mr. Aanpanu. Mr. Chairman, I have some further information 
which throws a little light on this question. I asked the Bonneville 
people if there was any secondary power for which we pay wheeling, 
and they gave me this statement: 

Bonneville Power Administration currently is paying wheeling to Pacific 
Power & Light Co. for wheeling secondary power to Bonneville Power Admin- 
istration customers, Penn Salt Co. and Pacific Carbide & Alloys Co., at Port- 
land, Oreg. The Bonneville Power Administration pays COPCO, not in money 
but in capacity, for wheeling to Hanna Nickel Co., Bonneville Power Adminis- 
tration’s customer. 

Senator Dworsnak. Is it not customary for purchasers of such 
power to pay the wheeling charges ? 

Mr. Aanpant. It is customary in the Bonneville Power Adminis- 
tration for the Administration to pay the wheeling charges to a third 
party if they do not have transmission facilities to reach the customer. 

I might say that in the Missouri Basin the Administration pays 
wheeling up to 1 mill. 

Senator Dworsnak. I assume that Bonneville Power might pay the 
wheeling charges when it was getting the full rate; but if were charg- 
ing the dump rate, it is not getting as much as it receives from other 
customers, is it ? 

Mr. Aanpant. It happens that that dump rate, if the load factor 1s 
high, is higher than the firm power rate, and in this particular con- 
tract Pacific Gas & Electric has agreed to pay for the power at the 
C-4 or firm power rate, so that we are getting full compensation for 
the power. 

Senator Dworsuax. That isall. 

Senator Jackson. Do you have any further questions ? 
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Senator Dworsuak. I did not hear all of the testimony. 

I was in another committee meeting. 

Senator Jackson. I will say essentially that the Secretary read into 
the record his letter of May 4 in reply to Chairman Murray’s letter 
to him in which several questions were propounded. That, in gen- 
eral, was his opening statement, and the copies are, I think, before you. 

Senator DworsHax. Does the Governor of California approve this 
proposal # J y 

Senator Jackson. No; there is a request before the committee from 
the Governor of California asking that the proposed contract. be 
delayed until his consultants are able to submit their report, which is 
contemplated to be available about mid-June, and that letter has been 
placed in the record. 

There is a copy here of a letter from the Governor of California, 
addressed to the chairman of the full committee. 

Senator Dworsuak. I have one other question, Mr. Chairman. 

Mr. Secretary, what is being done with this surplus dump power 
now ? 

Mr. AANDAHL. The water is being run over the spillways and it is 
wasted to the ocean. It is not going through the generators because 
there is no market for it. 

Senator DworsHaxk. There is no demand in that area? 

Mr. Aanpanu. That is right. 

Senator Jackson. Senator Kuchel ? 

Senator Kucuen. Mr. Chairman. First of all, I would like to in- 
quire of the Secretary what the effect of any recommendations of this 
committee would be with respect to the Department of the Interior. 
I appreciate on behalf of the committee that no action was taken rela- 
tive to the consummation of a contract because the committee asked 
the Department to continue such negotiations leading to a contract at 
a subsequent date but suppose, for example, that, by reason of the re- 
quests of the State governments of California and Oregon, and Wash- 
ington as well, that this committee were to formally request the De- 
partment not to enter into any contract at this time. Would the 
Department accept that recommendation of the committee? 

Mr. Aanpant. I would like to say, generally, Senator, that the 
Department of the Interior is most responsive to the wishes of the 
congressional committees. Just what we might do in a circumstance 
of that kind, I think would depend on many condiitons that might be 
attendant to it, and I would not like to specifically answer the ques- 
tion until I knew just what we would do. 

Senator Kucnen. Being a little more specific on that point, the 
State government in California has undertaken through contract a 
study of the entire question which I assume is the basis for a request of 
this committee that the Governor of California, together with the 
Governors of Oregon and Washington, be given an opportunity to 
ippear and testify some time in June. So that I very much doubt 
that any useful purpose would be served by concluding these hearings 
today in view of the delay by the three States involved in making 
what they feel to be a necessary study, a feeling in which I concur. 
Apparently the study got underway last January and I think that the 
request the State makes is a reasonable one and I wonder if you could 
indicate a little more specifically to the committee whether or not 
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you would be prepared to withhold any further negotiations until the 
committee did have the benefit of the survey and recommendaitons of 
these three States. : 

Senator Jackson. May I supplement my colleague’s question with 
this further comment before you reply. 

The Chair would think it would be helpful if we had the benefit 
of the proposal which apparently will be forthcoming by mid-June 
according to the Governor’s letter and a representative of his office, 
Mr. Ralph M. Brody, who is special counsel on water resources, will 
testify right after you have concluded your testimony. 

What the Chair would like to see is that the full proposal of the 
Pacific Gas & Electric Co. with as much detail as satndabie and prob- 
ably available together with a proposal, whatever it may be, of the 
Governor of California and the Semicond of the States could be 
brought together in such a way that the specific States would have 
an opportunity to review, both or any other proposals before the 
Department takes final action on this. 

We realize that under our system of government this is essentially 
a matter in which the executive branch, of course, can go ahead even 
though Congress feels to the contrary, and the Chair would like to 
say at this point that he is appreciative of the cooperation of the 
Department in deferring this matter but only expresses the further 
hope that we could get all of these proposals together in such a way 
that the specific States could find out just what is involved, the pro- 
posals, counterproposals, and any other, without delay. 

I am not suggesting that this go on and on and I do not think that 
that is suggested by anyone here in the committee. In that way we 
would ae be able to have the comments and recommendations 
of the three States. 

Mr. Aanpaut. Mr. Chairman and Senator Kuchel, I can assure you 
without any hesitancy at all that the Department will not enter into 
a contract of this kind until after the adjournment of Congress unless 
it has an affirmative word from the committee. 

Senator Kucuen. I appreciate that because I do think that it is of 
the greatest importance that the views of the people which the chair- 
man represents in his State and which my colleague and I repre- 
sent in my State, as well as those others who are interested—our 
friend from Idaho and his people in the State government have 
responded in writing as the Secretary knows and I appreciate what 
the Secretary just said—can place a value on the dump power that 
would be available, Mr. Secretary, at this time. ; 

I recognize that it is perhaps a varying figure but could you indi- 
cate generally what you believe the value of the dump power subject 
to any type of contractual sale would be? 

Mr. Aanpnaut. Of course, we have the value declared as expected 
revenue under the proposed contract and this proposed contract would 
only use a small portion of the secondary energy that is going to 
waste at the present time. 

Again, I am going to ask Morgan Dubrow to fill you in with more 
specific information if he has it in mind. 

Mr. Dusrow. Generally speaking, on the average we have in excess 
of 10 billion killowatt-hours of power that is being wasted over the 
spillways every year on the average and we are talking here about a 
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line with the capacity of 200,000 kilowatts which, if it were fully 
loaded all the time, which is not possible because there is probably 
none available in the summertime, would carry about a billion and 
a half and the figure that this report sets out is more like the figure 
that probably might be available on the average. It is about 900 
million killowatt-hours. We are talking in the neighborhood of a 
billion out of something like 10 billion. 

Senator Kucuex. Would it be fair to say that, under the terms of 
the contract which you erent contemplate, there would continue to 
be a waste of power to the extent roughly of 9 billion kilowatt-hours? 

Mr. Dusrow. Well, on the average there would be until the time 
comes that we firm that up with some additional storage or some 
additional steam energy. 

Senator Kucuext. When would that time come, in your judgment ? 

Mr. Dusrow. Well, we are certain on the basis of studies that we 
have made that this power would be available for at least 10 years. 
That would be 1970. 

Senator Jackson. Some of it, not all? 

Mr. Dusrow. Some of it will be available for at least 10 years. In 
that 10-year period we would undoubtedly get storage facilities or 
someone would put in some steam in the Northwest. None of it would 
be available, in my judgment, as late as 1985. It would begin to taper 
off in 1970. Maybe by 1980, every bit of secondary energy in the 
system will be usable on the load in the Pacific Northwest and, every 
contract that Bonneville has ever considered has been predicated on 
the assumption that the secondary energy is completely under control 
of the Bonneville Power Administrator and he will call it back as 
required to meet Northwest loads. 

enator Kucuen. Mr. Dubrow, has any consideration been given 
to the possibility of a sale of the dump power in greater amount than 
you Just suggest, something less than 1 billion kilowatt-hours out of 
10 billion ? 

Mr. Dusrow. Yes. The problem comes about, Senator Kuchel, in 
the economics of this in that this 10 billion kilowatt-hours is avail- 
able and could be used and would be used if there were sufficient steam- 
plants in the Northwest and they were so situated that they were able 
to purchase this power; but how much of it is economic to transmit 
great distances, depends on its availability. 

I believe the study showed that one 230-kilovolt line was feasible and 
perhaps two. 

Senator Kucnen. Have you made any studies and arrived at any 
conclusions relative to the transportation of any increased amount of 
that power into California? — 

_Mr. Dusrow. Well, this report, I believe, considers one 230-kilovolt 
line and one 345-kilovolt line and maybe two. It shows that one is 
right on the borderline, I believe. 

_ If I may, I would like to read two paragraphs from the conclusions 
in the report. 

The benefit-cost ratio based on a 10-year amortization period of a 230-kilovolt 
interconnection with a capacity of 160,000 kilowatts is 4.13 to 1. This inter- 
connection requires the lowest additional investment, $4,191,800. Adding 40,000 
kilowatts of capacity by increasing the capability of the 230-kilovolt connection 


to 200,000 kilowatts has a benefit-cost ratio of 2.79 to 1. Under this plan, a 
Share of the additional facilities that will be required with the Pit-McCloud 
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and Trinity generating plants are allocated to the intertie since the transmission 
of secondary energy from the Pacific Northwest to California should be con. 
sidered as incremental to the transmission of other energy sources developed 
in California. : 


Then it goes on to say: 


A second 230-kilovolt circuit from Redmond to Butt Valley has a benefit-cost 
ratio incremental to the 200,000-kilowatt capacity, 230-kilovolt circuit of 1.07 
to 1. A 345-kilovolt circuit is not feasible having a benefit-cost ratio incre. 
mental to the 230-kilovolt circuit of only 0.48 to 1. 

Senator Jackson. What type of transmission line is contemplated 
in the present contract ? 

Mr. Dusrow. A single 230-kilovolt line is contemplated. 

I mean it is contemplated that the Pacific Gas & Electric Co. and the 
California-Oregon Power Co. would build a 230-kilovolt line which 
would accomplish this. 

Mr. Aanpant. Part of this is already in existence. 

Mr. Dusrow. Eighty miles between Yamsuy and Klamath Falls, 
Oreg., is already in existence. 

Senator Kucneni. What would be the mileage contemplated to con- 
plete that? 

Mr. Dusprow. It is about 20 miles in Oregon at a cost of $1,239,800 
and the line which the Pacific Gas & Electric would build from the 
border down to their pit No. 3 generating plant is $2,962,000, and we 
estimated that, in addition to that, in order to raise the capacity of 
that line from 160,000 to 200,000 megawatts would cost another 
$200,000. 

Senator Kucure,t. How much mileage is involved in that? 


Mr. Dusrow. If my memory serves me, it is about 75 miles of addi- 
tional line. 

Senator Kucuex. I notice from the report of the Federal Power 
Commission, under date of April 6, a statement which reads as 
follows: 


As a result of the second study, our staff concluded that an interconnection 
between these areas, consisting of two 230-kilovolt lines, would be economically 
feasible, based on (1) the utilization, in California, of surplus Columbia River 
hydroelectric energy available during high streamflow periods when such energy 
could not be absorbed in the Northwest, and (2) the firming of secondary hydro- 
electric energy in the Northwest by energy that would be available at times 
from steam-electric plants in California. 

Is that a view with which the Department is in agreement or dis- 
agreement ? 

Mr. Dusrow. You mean as to the economics of those two ? 

Senator Kucuet. Yes, the feasibility. 

Mr. Dusrow. No, I think, in effect, what they are saying substan- 
tiates the findings in our report that two 230-kilovolt lines are feasible. 

Senator Kucuen. The reason I ask these questions is that if, as I 
assume is possible, the State governments were to recommend al 
alternative, it would be your judgment that that alternative ought to 
be studied by the Department; is that not true, as to the feasibility 
of an alternative plan if one were to be developed ? 

Mr. Aanvanu. I am sorry. I was looking at this. I did not hear 
you. : 

Senator Kucuet..I mean, suppose that the State of California 
joined by the State of Oregon and the State of Washington came up 
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with an alternative suggestion as I am anticipating. I may be wrong. 
The Department would give study to such an alternative, would it 
not? 

Mr. AAnDauHL. Certainly. 

Might I add, Senator, that it seems very reasonable to complete this 
one connection that only needs partial construction to be completed 
and then, if a second 230-kilovolt line is needed, take that as a second- 
ary project. 

Senator Kucuex. On that point, I understand that the contract 
contemplates the right of either party to it to cancel it within 30 days. 

Mr. Dusrow. Yes. 

Senator Kucueu. This is one legal question that I notice the staff 
has raised in the Bonneville Power Act and I ask that the memoran- 
dum prepared by Stewart French of the committee staff be included 
in full in the record. 

Senator Jackson. Without objection, it will be included. 

Senator Kucuexn. I am now reading from a portion of the mem- 
orandum : 

The Administrator is directed to “negotiate and enter into contracts for the 
sale at wholesale of electric energy, either for sale or direct consumption, to 
public bodies and cooperatives and to private agencies and persons * * * .” 
Such contracts “shall contain (1) such provisions as the administrator and pur- 
chaser agree upon for the equitable adjustment of rates at appropriate intervals, 
not less frequently than once in every 5 years, and (2) in the case of a contract 
with any purchaser engaged in the business of selling electric energy to the 
general public, the contract shall provide that the administrator may cancel 
such contract upon 5 years’ notice in writing if in the judgment of the admin- 
istrator any part of the electric energy purchased under such contract is likely 
to be needed to satisfy the requirements of the said public bodies or cooperatives 
referred to in this chapter, and that such cancellation may be with respect to 
all or any part of the electric energy so purchased under said contract to the 
end that the preferential rights and priorities accorded public bodies and co- 
operatives under this chapter shall at all times be preserved.” 

The counsel for the committee raises this question, gentlemen : 

Would not any purchaser be entitled to 5 years’ notice of any cancel- 
lation of any part of its contract power? 

Mr. AAnpAutu. Mr. Senator, I would have to check that quote quite 
carefully. My offhand observation is that that is a principle that be- 
comes a part of our firm power sales but, when we are dealing with 
the sale of secondary energy, it is on an if and when available basis 
and the earlier cancellation provision is in order in a sale of that kind 
of power. 

iadior Kucuet. Your off the cuff judgment would be that some- 
thing less than 5 years’ notice of cancellation would be valid ? 

Mr. Aanpaut. In the case of the secondary power. 

_ Senator Jackson. What you are saying is that this section just read 
into the record, that is requiring 5 years’ notice, would not apply to the 
sale of secondary or dump power. That is your offhand opinion? 

Mr. Aanpant. That isa very offhand opinion. 

Senator DworsHak. Would you yield at that point ? 

Senator Jackson. Yes. 

Senator Dworsuak. Mr. Dubrow said that by 1970 all of this dump 
power would vanish. 

You said it. would be used in the Northwest and that its availability 
as surplus in other areas would terminate in 1970. 


55686—60—4 
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Mr. Dusrow. Between 1970 and not later than 1985. 

Senator DworsHak. You said something about 1970. 

Mr. Dusrow. I said there would be some less in 1970 than now. 

Senator Dworsuax. Not all of it would disappear ? 

Mr. Dusrow. No. 

Senator DworsHax. Who would be using that dump power along 
in the late 1960's? 

Mr. Duprow. Some of it would be taken into the hydrosystem to 
be combined with storage to create additional prime power, thereby 
losing secondary power, and then it would later be sold for steam re- 
placement in the Northwest. 

Senator DworsHak. You are reasonably sure that that develop- 
ment will occur. Gradually.there will be less and less surplus dump 
power available for sales elsewhere ? 

Mr. Dusrow. That is correct. 

Senator Kucuex. I think, gentlemen, that the question raised by 
the staff is of tremendous.importance. If your opinion were subse- 
quently found to be in error and if the language of the section I have 
just read, which could, I think, be interpreted as a compulsion, pre- 
vailed, then, of course, do you not agree that a contract which would 
not be subject to cancellation for 5 years would be a very serious 
question ? 

Mr. Aanpaut. I suggest, Senator, that we have an opportunity 
to submit a reply to that. 

Senator Kucuex. Yes; I wish you would. 

Senator Jackson. Senator Kuchel, if there is no objection, we will 
pet Mr. French’s memorandum in the record at this point and 

old the record open for the reply from the Department to the ques- 
tion raised by Mr. French. 

(The memorandum is as follows :) 


MEMORANDUM 
May 2, 1960. 
To: Goodrich W. Lineweaver. 
From: Stewart French. 
Subject : Sale of intermittent power by Bonneville. 


Right to sell—The Bonneville Power Act, 1937 (50 Stat. 731; 16 U.S.C. 832 
et seq.) states that the general, overall purpose of the project is “improving 
navigation on the Columbia River, and for other purposes incidental thereto 
** *” The facilities are to be constructed, operated, maintained, and im- 
proved “for the generation of electric energy as the Administrator may deem 
necessary to develop such electric energy as rapidly as markets may be found 
therefor.” 

The Administrator is directed to “negotiate and enter into contracts for the 
sale at wholesale of electric energy, either for sale or direct consumption, to 
public bodies and cooperatives and to private agencies and persons * * *.” 
Such contracts “shall contain (1) such provisions as the Administrator and 
purchaser agree upon for the equitable adjustment of rates at appropriate inter- 
vals, not less frequently than once in every 5 years, and (2) in the case of a 
contract with any purchaser engaged in the business of selling electric energy 
to the general public, the contract shall provide that the Administrator may 
cancel such contract upon 5 years’ notice in writing if in the judgment of the 
Administrator any part of the electric energy purchased under such contract 
is likely to be needed to satisfy the requirements of the said public bodies 
or cooperatives referred to in this chapter, and that such cancelation may be 
with respect to all or any part of the electric energy so purchased under said 
contract to the end that the preferential rights and priorities accorded public 
bodies and cooperatives under this chapter shall at all times be preserved * * *.” 
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CONCLUSION 


There would appear to be no geographical limitation as to the area in which 
Bonneville may market its power. 


But, query, would not any purchaser be entitled to 5 years’ notice of any can- 


' cellation of any part of its contract power? 


STEWART FRENCH. 


(The Department subsequently transmitted the following exhibit :) 


STATEMENT RE QUESTION RAISED BY COUNSEL OF THE COMMITTEE ON 5-YEAR 
PULLBACK PROVISION IN SECTION 5(a) OF THE BONNEVILLE PROJECT ACT 


I am advised by the Solicitor’s Office of the Interior Department that the 
intent of the Bonneville Project Act is that the preferential rights and priorities 
accorded public bodies and cooperatives shall at all times be preserved. Thus 
section 5(a) of the Bonneville Project Act provides a limitation in the sale to 
nonpreference type utilities in order to protect the rights of preference cus- 
tomers. The 5 years’ cancellation notice provision which appears in section 
5(a) is maximum notice and the Administrator may negotiate other terms more 
favorable to the preservation of preference rights. For example, the Bonneville 
Power Administration has an exchange agreement with the Idaho Power Co. 
providing for 3 years’ notice for cancellation any year after August 31, 1960. 

A 30-day notice of cancellation as proposed in the Bonneville Power Adminis- 
tration-Pacific Gas & Electric Co. contract would be binding upon the parties. 

Mr. AanpaHt. I would further be of the opinion that this provi- 
sion is for the protection of the availability of power for preference 
customers and, if we are selling power to a nonpreference customer 
and that customer is willing to take it with a shorter limitation, that 
is fully within our prerogative to contract in that manner. 

We will give you a formalized opinion on it. 

Senator Jackson. I do not think there is any question that the 
preference priority clause in the Bonneville Act, regardless of what 
might be in a contract with a private utility, would take precedence 
over any provision in the contract that would in effect diminish the 
rights of preferred customers under the law. 

Mr. AANDAHL. Yes. 

Senator Jackson. Bonneville would not. have the power to enter 
into such a contract because the statute spells out the preference pro- 
vision. 

Excuse me. 

Mr, Aanpaut. The provision in the proposed contract would give 
additional protection to the preference customers. 

Mr. Duprow. If I may comment, I would like to say that our con- 
tract with the Idaho Power Co. gives absolute priority by contract to 
every Northwest customer, first, the public agencies; secondly, the in- 
dustrial consumers that have 20-year contracts; third, the private 
utilities in the Pacific Northwest, and these are spelled out by name 
in the contract. 

Senator Kucnen. Let me ask at that point, does your present con- 
templated contract contain a similar provision ? 

Mr. Dusrow. I believe that is correct. 

Senator Kucnet. I would like to go into that but, first of all, I refer 
now to the letter written to the chairman of this committee on April 12 
by Joseph Campbell, the Comptroller General of the United States, 
In which he goes on to say, in part: 


In November 4, 1959, the Portland regional solicitor, Department of the 
Interior, rendered an opinion which interpreted the rights of preference custo- 
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mers under the provisions of the Bonneville Project Act, the Flood Contro| 
Act of 1944 (16 U.S.C. 825(s)), and the Reclamation Project Act of 1939 (43 
U.S.C. 485(h)), governing the sale of power produced by Federal projects in 
the Pacific Northwest. The regional solicitor’s opinion, in effect, states that: 

(1) The only statutory geographical limit of BPA’s marketing area is the 
practical one of economic transmission distance. 

(2) Once the marketing area for CRPS power is extended to California, jt 
eannot be contracted solely because the power is needed in the Pacific North- 
west. 

(3) The preference customer statutory mandate applies in the entire market- 
ing area regardless of geographic location. 

(4) There is no statutory priority as between preference customers or as 
between nonpreference customers regardless of geographical location. 

(5) Legislation would be required to assure that power sold to California 
applicants, both preference and nonpreference, would subsequently be with- 
drawn and disposed of in the Pacific Northwest if that power were required 
in that area. 

We agree with the above conclusious reached by the regional solicitor. * * * 


Are those the views of the Department of the Interior ? 

Mr. Aanpaut. The Comptroller has quoted the opinion of the 
regional solicitor. 

Senator Kucuen. Yes, sir. 

Mr. Aanpant. I have no reason to differ with that at the moment. 

Senator Kucue.. Then I refer, first of all to the last-enumerated 
conclusion : 


Legislation would be required to assure that power sold to California appli- 
cants, both preference and nonpreference, would subsequently be withdrawn 
and disposed of in the Pacific Northwest if that power were required in that 
area. 


If the Department accepts that recommendation, Mr. Secretary, 


does it constitute in your judgment a hazard to enter into any con- 
tract with anyone in California for the sale of any part of this power? 

Mr. Aanpant. Our experience has been, as I indicated in my earlier 
remarks on the established marketing areas which Interior has set up, 
that we have never had any problem with short-term contracts that 
sell secondary power outside of the marketing area. 

Of course, there has been no legal test. I do not feel concerned 
about our privilege to withdraw secondary power from a short-term 
contract’ with a nonpreference customer outside of the marketing 
area, 

Senator Kucuet. Yet, it is not true that your regional solicitor, in 
his conclusion, would disagree with your last statement ? 

Mr. Aanpanu. Well, the regional solicitor’s opinion does not. get 
into the question of firm power and secondary power and I think we 
are getting into an area where we need an elaboration on what has 
already been said. 

Senator Jackson. He goes on, Senator Kuchel, in the last para- 
graph, and says: 

We agree with the above conclusions reached by the regional solicitor. In 
the event a BPA California intertie is accomplished as a Federal project and 
the Congress desires to give the Pacific Northwest priority on CRPS power, it 
is believed that legislation would be necessary to exclude California customers 
from the preference clause provisions applicable to consumers of CRPS power 
and to otherwise reserve to the Pacific Northwest all electric energy generated by 
the Columbia River power system. 

The question I raise is, would not that same thing apply if you sell 
power by a private line? In other words, my understanding from 
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this regional solicitor’s opinion is that, if power is sold to a California 
customer, and I do not want to take unwarranted license, if it is sold 
to a California customer, you have in effect extended the Bonneville 
marketing area. 

As you know, I raised this question last year. I was deeply con- 
cerned about what the legal implications would be with reference to 
the extension of the Bonneville marketing area. 

Senator Kucuet. I think you are quite right, Mr. Chairman, and 
on the latter part let me first say that the solicitor’s opinion in point 
1 is that— 

The only statutory geographical limit of BPA’s marketing area is the practical 
one of economic transmission distance. 

I think that the question you raise must be answered in the affirma- 
tive. I do want to point out that your last comment, what you read 
here, was not the Department’s position but the position, the belief 
of the Comptroller General. 

Senator Jackson. It is his interpretation of the counsel’s opinion. 

Senator Kucuen. I think the question that you raise and which is 
implicit in point 5 is important, and again I think perhaps it would 
be most helpful for your Department to inquire into that. 

Mr. Aanpaut. I think perhaps we could make a supplementary 
statement with respect to the sale of secondary power to be delivered 
over a non-Federal line. 

Senator DworsHax. Under such circumstances, Mr. Secretary, how 
would preference customers in California be able to get this power if 
the power were transmitted over a privately built line? 

Mr. AanDAHL. They could make a demand on Bonneville to have 
P. G. & E. deliver to them on the grounds that the marketing area 
has been extended to California and therefore preference customers in 
California would be on a par with preference customers in the North- 
west. 

Senator Dworsuaxk. That is what I am assuming, but how would 
they get that power if they have to rely on a privately built and owned 
and operated line ? 

Senator Jackson. The question is, How would they get into court? 
Iam not a good enough lawyer to answer that at this moment. 

Mr. Aanpaut. That brings up another question. If the power is 
being delivered over the non-Federal line, the Interior Department 
either through Bonneville or any of its other power marketing agencies 
would have a claim or some semblance of justification in asking for a 
wheeling contract of a non-Federal entity only if there were excess 
capacity and in this there would not be excess capacity. The capacity 
would be used to its full extent by the non-Federal entity. 

Senator Jackson. I wonder if they could not come in and ask for 
all the dump power, for example. I wonder if they just could not 
come in and ask for a firm contract once you delivered? This is the 
really tough question. I raise this. 

Mr. AANDAHL. In the case of secondary power, we are not in position 
togive a firm contract. It must be on an if-and-when available basis. 

Senator Jackson. I want to make this observation «»:' I do not 
think there would be much question. 

If you sold the power at Yamsay to whoever came in and wanted to 
get it, and what they did with it from then on, of course, would not 
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necessarily be the concern of Bonneville Power if they bought under 
proper marketing arrangements, then you have at least not extended 
the marketing area to the State of California. 

This, as you know, is what troubles the people in the Northwest, 
This has been a highly controversial question; we are confronted on 
the one hand with surplus secondary power that should be properly 
nes f= of but, in doing so, we have to protect the basic policy as 
laid down in the Bonneville Act for the sale of power in that area, 

If you sell it at Yamsay, there is no question in my mind, but what 
I am disturbed about is that this contract is between the Bonneville 
Power Administration and the Pacific Gas & Electric Co. which is 
doing business only in the State of California. They are not doing 
business in Oregon. 

_ I understand, of course, why they do not want to come across the 
line. They would then come under the jurisdiction of the Federal 
Power Commission. 

This is the problem and I think it is really a tough one just to give 
an offhand curbstone opinion from one who has not looked at the law- 
books for a long time. 

I will turn it over to Judge Lusk for an opinion. 

Senator Lusx. I have not looked at that law book at all, Mr. 
Chairman. 

Senator Jackson. At least we can raise the questions here that cre- 
ate some nice problems for the lawyers. 

Senator Kucuen. Mr. Chairman, let the record show that under 
date of March 22, my colleague, Senator Engle, indicated in a letter 
to the chairman of this committee, and I quote, in part: 

With respect to the solicitor’s opinion on the rights of preference customers 
I would gladly support legislation necessary to protect the overall priority of 
Pacific Northwest power users so that only energy that is surplus to their needs 
can be transmitted to California. Governor Brown has stated that he also will 
support such legislation. 

So that there will be no misunderstanding, I also support that. 

Senator Jackson. The senior Senator from California has also ex- 
prey that opinion as have the Governor and the junior Senator 

rom California. We were only raising these questions in light of 
what might need to be done if an agreement is worked out so that we 
would understand the legal implications of customers in California 
under the provisions of the Bonneville Act where we are really in sort 
of a no man’s land here and it is difficult to know just what to do. 

Mr. Aanpaut. I recognize, Mr. Chairman, that there are elements 
of uncertainty in the question that we have just been discussing. 

Senator Kucuet. And since the fifth conclusion of the regional 
solicitor could, I think, be interpreted to apply to any type of power 
sold, I wonder if you could, Mr. Secretary, subsequently send to the 
committee your own views as to whether or not that fifth point in his 
opinion would apply to the contract you contemplate. 

Senator Jackson. I think it would be well, if my colleague has no 


objection, to have included at this point the entire opinion of the re- 
gional solicitor of the Department of the Interior. That will be found 
on page 30 of the memorandum of the chairman of the committee in 
connection with the study of Pacific Northwest and California inter- 
connection. That runs over to page 32. 

(The memorandum follows 5 
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U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
PORTLAND REGION, 
Portland, Oreg., November 4, 1959. 
Memorandum. 
To: Bonneville Power Administrator. 
From: Portland regional soliciter. 
Subject: California interconnection. 


On May 19, 1959, the Senate Committee on Interior and Insular Affairs adopted 
a resolution requesting the Secretary of the Interior to conduct, through the 
Bonneville Power Administration in cooperation with the Bureau of Reclama- 
tion, a Study and analysis of the feasibility and desirability of a high-voltage 
interconnection for disposal of surplus secondary energy between the Federa] 
power systems in the Pacific Northwest and California. The resolution directed 
that the study and analysis should include, inter alia, “the effect, if any, that 
the proposed interconnection would have on the geographical extent of the 
Bonneville Power Administration service area and the effect, if any, on the 
rights of preference customers in the service area to require power from the 
Bonneville system.” 

The Bonneville Project Act does not provide any statutory geographical limits 
on the area in which power is to be marketed. On the contrary, the Adminis- 
trator is directed to construct and operate such transmission lines as he finds 
appropriate for the purpose of transmitting energy, available for sale, to existing 
and potential markets. This authorization and directive are “ in order to encour- 
age the widest possible use of all electric energy that can be generated and 
marketed and to provide reasonable outlets therefor.”* It follows that the outer 
limit within which there is authority to market power is 'the practical one of 
economic transmission distance. That outer boundary is established initially 
by physical restrictions on the ability to deliver energy, but more stringently 
by the necessity for the recovery of the costs of the project.2 This same concept 
is reflected in the grant of reasonable opportunity and time to “people of the 
States within economic transmission distance of the Bonneville project” to 
organize public bodies and cooperatives and become qualified purchasers and 
distributors of energy.* 

Similarly, there are no statutory geographical limits on the area in which 
power marketed by the Secretary of the Interior, pursuant to section 5 of the 
Food Control Act of 1944, may be sold. Here, too, the Secretary is directed 
to “dispose of such power and energy in such manner as to encourage the most 
widespread use thereof at the lowest possible rates to consumers consistent with 
sound business principles.” Nor are there any statutory geographical limits 
on the area in which power from reclamation projects is to be marketed.® 

It may be noted in passing that while the Secretary, as an administrative 
matter, has established no formal marketing area for the Columbia River power 
system, he has indicated a division of marketing responsibility between the 
Bonneville Power Administration and the Bureau of Reclamation at certain 
points. The Continental Divide is the division point between the two agencies 
in Montana.® The California-Oregon border is a similar division point between 
the Columbia River system and the Central Valley project." The southern Idaho 


2 That obligation is implicit in the directive that “rate schedules shall be drawn having 
regard to the recovery «'* of e cost of producing and transmitting such electric 
energy, including the amortization of the capital investment over a reasonable period of 
years.” See. 7, 50 Stat. 735. : 

*Sec. 4(d), 50 Stat. 734. 

*58 Stat. 890. 

5'Reclamation Project Act of 1939, sec. 9(c), 53 Stat. 1194. 

‘“By definition, the Continental Divide is the division between the Columbia and Mis- 
souri River Basins. The Bonneville Power Administration and the Bureau of Reclama- 
tion, respectively, have responsibilities for power marketing in these two basins. MThe 
Continental Divide, therefore, will be the division between the areas of your respective 
power marketing responsibilities in Montana.” Memorandum of Aug. 8, 1950, to Com- 
missioner of Reclamation and the Administrator, Bonneville Power Administration. 

™The Bonneville Power Administration has responsibility for power marketing in the 
Pacific Northwest region and the Bureau of Reclamation has power marketing responsi- 
bility for the Central Valley project in California. The California-Oregon State line will 
therefore be the division point between the areas of your respective power marketing 
responsibilities. 

“Neither agency will market power to a third party for use in the power marketing area 
of the other agency except by mutual consent. 

“The marketing of power to be produced at future projects on the Klamath River will 
be the responsibility of the Bureau of Reclamation.’ Memorandum of Aug. 15, 1950, to 
Commissioner of Reclamation and the Administrator, Bonneville Power Administration. 


1 Bonneville Project Act, sec. 2 (Bb). 50 Stat. 732. 
e 
th 
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area presents still another division of responsibility. The Federal power supply 
in this area is solely from reclamation projects, and that power has been mar- 
keted by the Bureau of Reclamation. This practice is based upon operations ip 
that manner for many years. S. 

It is both unnecessary and beyond the scope of this memorandum to explore 
the outer limits of the extent of the Secretary’s authority to prescribe definitive 
areas within which power shall be marketed. The location of such limits wil] 
vary, depending on the facts and the circumstances involved. For example, the 
initial lack of a power supply sufficient to meet the needs of all preference appli- 
cants within economic transmission distance justified the imposition of a smaller 
geographical marketing area in the Missouri River Basin. Similarly, the neces- 
sity for protecting the financial integrity of projects in different geographical 
areas may require balancing, by means of prescribed marketing areas, even con- 
flicting statutory provisions with respect to such projects. For these reasons, it 
is impossible to generalize on the periphery of the Secretary’s authority to con- 
fine or withdraw the marketing of, power to specific areas. Each case must be 
decided on the basis of its own factual situation. It is sufficient for the purposes 
of this memorandum to indicate that in the absence both of any statutory limita- 
tions and of some such special circumstances as would authorize the establish- 
ment of a prescribed marketing area where none is expressly imposed by statute, 
the marketing area of the Columbia River system, once it is extended to Cali- 
fornia, could not be withdrawn to north of the California-Oregon border solely 
because all the power from the Columbia River plants would be needed in the 
Pacific Northwest. 

To the extent that, and during any period in which, power from the Columbia 
River system may be marketed in any given area, the policies with respect to the 
disposition of power prescribed in the Bonneville Project Act and other marketing 
acts are applicable to all dispositions. The preference provisions comprise only 
one of these policies. There is no basis for any claim, for example, that power 
from the Bonneville project could be sold in California at rates established by 
the Administrator or the Secretary without the approval of the Federal Power 
Commission. Nor is there any basis for a contention that any other statutory 
policy, including preference and priority to public bodies and cooperatives, can 
be ignored purely on geographical grounds. All policies, where applicable, must 
be followed regardless of the area in which the power may be sold or used. 

The question has been asked whether the principles set forth above would be 
modified by including in all contracts for the sale of Columbia River power in 
California by the Bonneville Power Administration a clause permitting the 
Administrator to withdraw any of the power covered by these contracts if that 
power were needed in the Pacific Northwest. Such a contract provision would 
not modify either the terms of the preference clause or the effect of the applica- 
tion of that clause upon the disposition of Pacific Northwest power. Further, 
the exercise of the right created by such a clause would not solve the resulting 
problem of the disposition of the withdrawn power subsequent to its withdrawal. 

If the power were withdrawn from a nonpreference customer in either the 
Pacific Northwest or in California, the Administrator could resell it to a 
preference applicant in either area. In the absence of a preference applicant in 
either area, he could also resell it to a nonpreference customer in either the 
Pacific Northwest or in California, becausé the marketing acts establish no 
priority in favor of one nonpreference applicant as against another. The prefer- 
ence provisions of the marketing acts would preclude the sale of the withdrawn 
power to a nonpreference applicant in either area if a.preference applicant in 
either the Pacific Northwest or California applied for it. 

These principles also provide the key to what would happen if the power were 
withdrawn from a preference customer. If it were a California customer, the 
Administrator could resell the power to a preference applicant in the Pacific 
Northwest. On the other hand, the statutes would not prohibit the withdrawal 
of power from a Pacific Northwest preference customer under a contract provi- 
sion so permitting, and reselling it to a California preference applicant. There 
is no priority in favor of one preference applicant as against another of the same 
class, regardless of geographical situation. We repeat, however, that the with- 
drawn power could not be resold by the Administrator to a nonpreference appli- 
cant in either area in the face of an application for that power by a public body 
or a cooperative in either the Pacific Northwest or California. A California 
public body or cooperative in such a situation would still prevail over a nonpref- 
erence applicant in the Pacific Northwest. 
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The general principle that the preference provisions of the Bonneville Project 
Act must be followed regardless of the area in which the power may be sold or 
used is the key to the study requested by the Senate Committee on Interior and 
Insular Affairs. In applying that principle, it is obvious that legislation would 
be required to modify the preference provision in order to assure that power 
sold to California applicants, both preference and nonpreference, could subse- 
quently be withdrawn and disposed of in the Pacific Northwest if that power 
were required in that area. 

RayMonp C. CouLteEr, 
Regional Solicitor. 

Mr. AANDAHL. May be have a place there for any supplementary 
statement ¢ 

Senator Jackson. You may. 

As I indicated before, you may comment so that there is continuity 
of subject. 


(The Department subsequently submitted the following :) 


STATEMENT RE QUESTION AS TO WHETHER PROPOSED SALES CONTRACT BETWEEN 
BONNEVILLE POWER ADMINISTRATION AND Paciric GAs & Etectric Co. Estas- 
LISHES ANY PREFERENCE RIGHTS IN CALIFORNIA TO POWER SO SOLD 


I am advised by the Solicitor’s Office of the Interior Department that the pro- 
posed sale of secondary energy by Bonneville Power Administration to Pacific 
Gas & Electric Co. for delivery, whether at Yamsay, Oreg., or at the Oregon- 
California border, will not establish any preference rights in California to power 
sold under such contract over any customers of the Bonneville Power Administra- 
tion in the Pacific Northwest. 

Senator Kucuen. Mr. Chairman. 

The California Municipal Utilities Association has prepared a reso- 
lution which previously was inserted in the record by my colleague. 
In connection with that, Mr. Secretary, under the terms of the contract 
which you have with the Pacific Gas & Electric Co., would there be 
any opportunity for a public preference agency to purchase any por- 
tion of the power subject to that contract for its own use ? 

Mr. Aanpant. No, that is a direct sale to the Pacific Gas & Electric 
Co. for such use as they see fit. 

Senator Kucuexn. Has any consideration been given to the possi- 
bility, let us say, of the XYZ district which would want to use any 
part of that electricity being purchased by the district from the au- 
thority having the Pacific Gas & Electric Co. wheel that power over 
the line to be built for its use ? 

Mr. Aanpauu. That has not been under discussion. 

Senator Kucuer. Would you give the committee an opinion of your 
views on that problem ? 

Mr. Annan. I would feel that that would be an entirely separate 
consideration and should not be woven into this proposed contract 
which is a contract for the sale of the secondary energy on a steam re- 
placement basis and as such I doubt if it fits into the requirements of 
these other customers to which you refer. 

Senator Kucuet. You would disagree with the position taken by 
the California Municipal Utilities Association ? 

Mr. AanpAnL. To the extent that they might have steam generation 
they Gould use power of this type on a replacement basis. 

Senator Kucuet. To that extent you would consider a contract to 
dispose of any additional portions of the surplus dump power to 
them ? 

Mr. Aanpau. Oh, without any question at all. 

55686—60-——5 
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Such consideration, however, would be unusual and extraordinary, 
Interior power marketing agencies seldom, if ever, pay wheeling 
outside their power marketing areas. Such wheeling payments might 
be considered for integration purposes, but not for delivery of power 
to customers as such. 

Senator Kucnen. If that took place, then would it not be necessary 
to build another transmission line or to provide in your contract the 
use of the line of the Pacific Gas & Electric Co. to transmit that 
energy ? 

Mr. Aanpaut. That is correct. Now, presumably, the line of the 
Pacific Gas & Electric Co. will be loaded to capacity under the pro- 
posed contract and there would not be surplus capabilities for 
wheeling. 

Senator Kucuen. In your judgment, from a standpoint of the public 
interest, should there be any increased capacity to provide for 
wheeling ¢ 

Mr. Aanpvaunt. I do not think that the public agencies are in a posi- 
tion to require that. If it were convenient to the utility and it wished 
to have such excess capacity, that would fall in order, but otherwise, 
if additional capacity were needed, it would have to be supplied in 
some other manner. 

Senator Kucnen. Let me just read this quickly. These people, like 
the Pacific Gas & Electric Co., are constituents of mine: 

Whereas information made available by Federal and other reports shows that 
large quantities of low-cost electric power, both developed and potential, now 
available in the Northwest States is being wasted to the sea for lack of a 
market ; and 

Whereas many members of the California Municipal Utilities Association and 
the State of California, particularly in connection with its water program, are 
vitally interested in the purchase of such excess power ; and 

Whereas recent studies prepared by the Bonneville Power Administration, 
pursuant to a request of the U.S. Senate Committee on Interior and Insular 
Affairs, conclude that only a minimal intertie to dispose of small quantities of 
dump energy to a private utility in California would be justified; and 

Whereas preliminary studies by the State indicate the construction of an 
extra high voltage, common carrier intertie with capacity ample to transfer 
large blocks of power would be economically feasible and would have important 
national defense aspects: Now, therefor, be it 

Resolwed by the California Municipal Utilities Association, That it urge the 
State of California to proceed promptly with a complete study of the whole 
Northwest-California intertie question, including consideration of— 

1. The loads and resources of Federal and non-Federal and public and 
private agencies in both California and the Northwest; 

2. The advantages of an extra high voltage common carrier intercon- 
nection ; 

3. Means by which the Pacific Northwest can be fully protected in the 
event power marketed in California is later needed in the areas of origin. 

Could you comment on that, Mr. Secretary? Have you given any 
consideration to the general questions that they raise in their reso- 
lution ? 

Mr. Aanpauu. That was the subject of consideration by the com- 
mittee that prepared the report. We had it before us. 

Senator Kucne.t. That would be your committee ? 

Mr. Aanpanu. That was Bonneville and the Bureau of Reclam:- 
tion and associated interests in the Northwest. 

From the conclusions that were reached:in that report. I would feel 
that, where there is a 230-kilovolt transmission line bridging part of 
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the gap between the two areas, the first step should be to complete that 
line, build intermediate sections, and transmit such power over that 
line for which there is an immediate market and an agreement to 
contract and, if further transmission into the area is economically 
feasible and justified and there are other customers that want addi- 
tional power, that should be considered as the second step on whatever 
the merits might be at that time. 

Senator Kucuen. To your knowledge, there are no other customers 
presently able to and desirous of purchasing any part of this power? 

Mr. AaAnDAHL. I am going to ask Mr. Dubrow. 

Do you have any information about other customers who are spe- 
cifically interested at the moment ? 

Mr. Dusrow. We know of some of the customers down in California 
who have expressed an interest in this power. 

Senator Kucuen. How have they done this, Mr. Dubrow? 

Mr. Dusrow. I believe they were represented on the committee which 
the Bonneville Power Administrator worked with when he was put- 
ting this report together in response to the committee’s resolution. 

Senator Kucuen. Are you able to indicate some of them for the 
record? Has the city of Los Angeles indicated any interest in this 
subject / 

Mr. Dusrow. I was of the opinion that we had a letter from them. 
Iam told, Senator, that the only expression that we had was through 
the letter from Governor Brown. We have a letter from Mr. Brody 
but not from any others. 

Snator Kucuen. The chairman has suggested, and I fully concur, 
that when Mr. Brody testified he alluded to that and I assume that 
the studies which the State has under consideration would include the 
question of public agencies in California manifesting an interest, as 
to whether they have, and, if so, in what fashion. 

Mr. AanpDAHL. I have some recollection that there has been some 
further contact but I cannot identify it at the moment. 

Senator Jackson. I do not know whether it was directly with the 
Bonneville Power Administration of the Department of the Interior, 
but I believe we had some statements in the record last year from some 
of the municipal or other public bodies asking that the contract be 
held up and stating that they were interested in the power. 

Anyway, the record will speak for itself on that. 

We can ask the Governor’s special counsel when he appears next. 

Senator Kucuet. If it is the position of the Department that it 
should go forward with the contract now under consideration and 
if subsequently there were any other agencies which desired to pur- 
chase any part of the remaining surplus, it would be glad to negotiate 
an additional contract, may-I raise the question, from the standpoint 
of the Department, Would two small lines be economically feasible? 
Would there be any waste or duplication involved ? 

_Mr. Aanpaut. I will have to ask the engineer to answer that ques- 
tion. 

Mr. Dusrow. Our studies show that two 230,000-kilovolt lines are 
economically feasible. Our study also shows that a 345,000-kilovolt 
line is not economically feasible so that it certainly would not be on 
pd basis of any information that we have been able to gather on the 
subject. . 
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Senator Kucuet. The two lines of lesser capacity would be feasible 
but, in your judgment, one line of an increased capacity would not 
be feasible ? 

Mr. Dusrow. That is the finding of this report. That is correct, 
That is based on the economic factors that are portrayed in the report, 

Senator Kucuet. What would some of those be, Mr. Dubrow ? 

Mr. Dusrow. It really boils down to the ability of the prospective 
customer to utilize this power. This power is secondary power or 
dump energy and it cannot be used to any real advantage except by 
a customer who has steam in which he can back it up, because this 
power will not carry any load at all. It has to be backed up by steam 
and therefore its basic use is for fuel saving, and what has actually 
happened, I am certain, is that the Pacific Gas & Electric Co. has 
found that it is economic for them to back off on their steam and 
utilize this power at our standard contract power rate and that is the 
reason that they are interested. 

Senator Kucuet. There can be no question that there is an economic 
waste to the Government today; is that correct? 

Mr. Dusrow. Without question. 

Senator Kucuer. How fee has that economic waste gone on? 


Mr. Dusrow. Well, it has gone on since we got all the units in 
Bonneville and Grand Coulee. 

Senator Kucuen. How long would that be? 

Mr. Dusrow. Well, since the latter part of 1946 or 1947, along in 
there. 

Mr. Aanpant. Is it correct to say that the amount of energy wasted 
has been increasing each year ? 


Mr. Dusrow. I was just going to come to that. As we have added 
additional run-of-the-river plants between Grand Coulee and Bonne- 
ville Dam, of course each one of them carries with it a substantial 
block of secondary energy. 

Senator Kucuen. Just to give us a time, when, roughly, did this 
economic waste begin ? 

Mr. Duprow. Well, as early as 1950 we had had a report approved, 
a report made by the Defense Electric Power Administration in the 
Federal Power Commission, which showed that it would be economi- 
cally feasible to put in an interconnection between the two systems. 

Senator Kucue,. Mr. Dubrow, you probably know better than I 
do, since you are an engineer, that the State of California has under 
consideration a quite vast State waterplant. 

Mr. Dusrow. Yes, sir. 

Senator Kucuer. A high priority of part of that is the Feather 
River project which would require electric energy to put it into opera- 
tion. Just assume, for example, that the State itself found itself in 
a position where it would be attractive to purchase part of the dump 
power. Would on have any objection to this contract. providing for 
or agreeing to wheel energy to any public agency, including the State, 
if the Pacific Gas & Electric Co. were agreeable? 

Mr. Dusrow. None at all. No, sir. We would not have any ob- 
jection. I think, though, that as a matter of law neither could we 
place any requirement on them to do that. 

Senator Kucnet. Why not? 
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Mr. Dusrow. Well, I would have to answer that questions by saying 
that our lawyers advise me informally that there is no requirement 
in law that we are able to put such a requirement on our customers. 

Mr. AanpaHt. I might say, Senator, that throughout Interior 
power marketing areas we have always proceeded on the basis that a 
wheeling contract is a contract that is mutually agreeable to the entity 
that has transmission facilitiy and there is no legal requirement for 
a non-Federal entity to give wheeling privileges to the Government. 

Senator Jackson. May I at this point raise this question which is 
pertinent and may be helpful to the senior Senator from California. 
We do have an arrangement with Idaho Power, however where they 
are wheeling power to preference customers in Idaho. Would that 
not be similar? In other words, if you have a preference customer in 
California who requests power and you enter into this agreement with 
Pacific Gas & Electric, would you not be equally bound, just as you 
have done by agreement to deliver power to Idaho preference 
customers, to do the same to California? This is what worries me, I 
might say. 

Mr. AanpanL, Again there is no legal requirement. There is no 
law under which we can require that the wheeling privilege be given 
to us. 

Senator JAckson. But you can withhold that as a condition? 

Mr. AanpAaHL. As a matter of policy in negotiating a contract we 
can ask for it. 

Senator Kucuex,. Have you considered that in your negotiations? 

Mr. Aanpauu. We have not in this instance because the sale of 
power will be using the full capacity of the line and there will be 
no excess capacity for that purpose. 

Mr. Dusrow. Senator Jackson, if I may comment on what you 
said about Idaho, it is true that Idaho Power Co. has wheeling con- 
tracts with the Government for the delivery of power but this is for 
the account of the Bureau of Reclamation only. They have no re- 
quirement to wheel any Bonneville energy to preference customers. 

Senator Jackson. That is right, but let us say that the same thing 
applied to the Bureau of Reclamation account in California, to the 
Central Valley project. What concerns me is that, while this par- 
ticular contract represents the full use that PGE will make of the 
load as I understand it for steam replacement primarily, if a prefer- 
ence customer comes in and says, “Well, expand it, put in another 
transmission line so that you can take care of us,” as a matter of policy 
now as distinguished from any legal claim they may have, would you 
not be pretty much bound to honor the request ? 

Mr. Aanpaut. I cannot imagine a circumstance where the third 
parties referred to here would put in a line of that distance for the 
exclusive purpose, the primary purpose of wheeling Federal power. 
It Ags only be if they had excess capacity in facilities that already 
existed. 

Senator Jackson. I am just assuming that the power pumped into 
the Pacific Gas & Electric system would be sufficient to take care of, 
say, a preference customer in northern California. I do not know 
what preference customers you have in northern California but I 
believe there are one or two of the municipal light plants. Is there 
hot one in Redding ? 
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Senator Kucuen. Yes. 

Mr. Aanpant. I would say if they want secondary power on an 
if-and-when-available basis and there were wheeling capacity avail- 
able, we would ask for the use of that wheeling capacity. 

Senator Jackson, Of course, I think once that happens we are 
then into this controversy over preference customers between Wash- 
ington and Oregon and California. We are just discussing it here to 
raise the issue. We are not speaking of it in an antagonistic sense, 
as my colleague knows. 

Mr. Aanpanu. In the case of the subject contract, there will not 
be excess capacity on the lines. 

Senator Jackson. Let me read this part of the solicitor’s memo- 
randum on page 31 of the report: 

It is sufficient for the purposes of this memorandum to indicate that in the 
absence both of any statutory limitations and of some special circumstances 
as would authorize the establishment of a prescribed marketing area where 
none is expressly imposed by statute, the marketing area of the Columbia River 
system, once it is extended to California, could not be withdrawn to north of 


the California-Oregon border solely because all the power from the Columbia 
River plants would be needed in the Pacific Northwest. 


Then he goes on and says: 


To the extent that, and during any period in which power from the Columbia 
River system may be marketed in any given area, the policies with respect to the 
disposition of power prescribed in the Bonneville Project Act and other market- 
ing acts are applicable to all dispositions. 


I emphasize “all dispositions.” 
This means, as I interpret it, the secondary, firm or whatever. Then 


I go on, and I quote: 


The preference provisions comprise only one of these policies. There is no 
basis for any claim, for example, that power from the Bonneville project could 
be sold in California at rates established by the Administrator or the Secretary 
without the approval of the Federal Power Commission. Nor is there any basis 
for a contention that any other statutory policy, including preference and 
priority to public bodies and cooperatives, can be ignored purely on geographical 
grounds. All policies, where applicable, must be followed regardless of the 
area in which the power may be sold or used. 

This is a rather troublesome statement at this point in the absence 
of some amendment to the Bonneville Act spelling out the geographi- 
cal area and the conditions under which power could be sold outside 
of the Oregon- Washington area to California. 

I am not trying to take something out of context. This is the ques- 
tion, as you know, that I raised after the hearings myself which had 
not been raised last year and it was the thing that troubled me after 
I read the pertinent provision in the Bonneville Project Act where 
there is no statutory geographical line of demarcation of the market- 
ing area. 

As I interpret the Bonneville Act and as previously referred to by 
the senior Senator from California, the marketing area, in reading the 
Comptroller General’s opinion, is where they market the power. 

The marketing area is based as the Comptroller General’s report 
indicated on the basis of economic feasibility. 

As we all know, the ability to extend and deliver power has in- 
proved tremendously over the years and with improvements in the 
state of the technology, it may continue to be lengthened then o 
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furthered, so that you can cover distances not heretofore contem- 
lated. 

: I do not mean to throw a monkey wrench into this but I am merely 

posing questions that are very troublesome to me. 

Mr. AAnDAHL. May I observe that the quotes you just read and the 
observations that you made are fully pertinent to the problem of mar- 
keting areas and just what might happen. However, I do not think 
that they raise any point of compulsion as far as the wheeling con- 
tract isconcerned. That isa separate issue. 

Senator Kucuen. With respect to wheeling, just assume that the 
public agency, for example, was in a position to purchase power if the 
proposed contracting party here, Pacific Gas & Electric Co., would 
agree to it, would the Department have any objection to your contract 
including such a provision ¢ 

Mr. AanpAHL. Not for the sale of this kind of power under the con- 
ditions that we are selling it. 

Senator Kucuer. Have you explored with the Pacific Gas & Electric 
Co. its views on that subject ? 

Mr. AANDAHL. We have not. 

Senator Kucuen. Mr. Chairman, I apologize for taking all of this 
time. 

Senator Jackson. Not at all. The purpose of this hearing is to get 
all of the facts into the record so that at the proper time various pro- 
posals will be available and the people in the Northwest and in Cali- 
fornia will have an opportunity to know just what is involved in this. 

Senator Kucuen. Yes, sir. 

The only comment I have in this: I hope that the survey of the 
State may be and I am sure will be beneficial to your problem. Every- 
one, of course wastes and, if we have had a waste that has run along 
for 10 years, that is perhaps 10 years too long. On the other hand, 
with tremendous undertakings contemplated by the State govern- 
ment, surely their views and their needs ought to be and I am sure will 
be considered. 

As I say also, I have public agencies in my State, and the city of 
Los Angeles is a good example of one of them, whose views I think 
ought to be incorporated generally in a report that the State would 
make because we are interested in serving the people and you are in- 
terested and we are interested in eliminating any waste. Those are 
knotty problems, and I, for one, Mr. Chairman, am most grateful for 
this testimony and I hope we may be able to be helpful. 

Senator Jackson. I think the record we are making will be helpful. 
We are really trying to find out what the facts are and to get into the 
record the questions that flow from a presentation of this information. 
_ Senator Kucuet. You have raised some legal questions that are 
Important to us. Those have to be answered. It would be a tragedy 
to enter into an agreement under one assumption and find that the 
assumption was wrong. 

Senator Jackson. Judge Lusk? 

Senator Lusk. I think Mr. Kuchel asked all the questions that I 
was going to ask, 

_I would like to ask one general question, more for my own informa- 
tion than anything else because this is entirely a new matter to me: 
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Governor, how long has the Department had this matter under con- 
sideration ? 

Mr. Aanpaut. This matter came to a head about a year ago, a little 
bit more. : 

Senator Lusk. Before that it had been surveyed to some extent. 
roneey it was coming to a head. I do not know what you mean 

y that. 

Mr. Aanpant. Well, the Pacific Gas & Electric and the Bonneville 
Power Administration had been in the process of developing a draft 
of a contract for the sale of this kind of power and about a year or 
a little more ago that was coming to a head. 

Senator Lusx. How did the matter get before this committee in the 
first place? Was it at the instance of the committee ? 

Mr. AanvaBt. I do not recall the specific instance but the committee 
members were aware of the fact that such a contract was under con- 
sideration, or the drafting of such a contract was under consideration, 
and set up a hearing to consider it. 

Senator Jackson. I think, Judge Lusk, I can answer it by say- 
ing that the committee asked the Department to come up and dis- 
cuss it, so that it originated with this committee. 

Senator Lusx. Then in the course of the Department’s investi- 
gation of the subject was consideration given to all the matters that 
are referred to in this resolution of the California Municipal Utilities 
Association concerning which Senator Jackson questioned you? 

Mr. Aanpauu. The report was prepared pursuant to the resolu- 
tion from this committee and I am not sure if that covers all of the 
points that were involved in the Municipal Association’s resolution. 

Senator Lusk. As far as the Department is concerned, would any- 
thing be added, to you knowledge, which would be material upon the 
question of whether you should enter into this contract as the result 
of the investigation and the survey being made in California? 

Mr. Aanpaut. I think we would like to see the product before we 
comment. 

Senator Lusx. In the judgment of the Department, does this third 
part of the resolution of the California Municipal Utilities Associa- 
tion have any bearing upon the question of the expediency of enter- 
ing into the contract ? 

I read the third part: 

Means by which the Pacific Northwest can be fully protected in the event 
power marketed in California is later needed in the areas of origin. 

Mr. Aanpaut. I think that is the most troublesome question that 
we have had posed this morning. 

Senator Lusk. That is due, is it not, to the uncertainty as to 
whether or not, if you enter into this contract, preference rights might 
arise in California ? 

Mr. AanpDAHL. Well, there was the first question that was raised 
by the committee staff opinion as to whether or not the 5-year con- 
tract requirement would apply to the sale of secondary power, and 
then there is the further question if such a sale of secondary power 
in California would open the gate to a claim by preference cus- 
tomers by so expanding the marketing area. 
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Senator Lusk. That is to say that prospective customers in Cali- 
fornia might then have the same rights as customers in the now 
established marketing area, is that correct ? 

Mr. Aanpant. Yes. That is the question and it is one which car- 
ries some uncertainty. 

Again, I want to repeat that it is my offhand opinion that, on the 
pasis of the establishment of marketing area, such as Interior has 
used all through the years and the type of reservations that we have 
put in contracts for the sale of secondary energy in other areas as 
well as in the Bonneville area in other contracts, I do not think that 
this was quite as dangerous as it at first appears. We do want to 
check further and make a supplementary statement to the committee. 

Senator Lusk. Up to this time, you have gone on the assumption 
that that is not a real danger under a contract of this kind ? 

Mr. AANDAHL. It is not as great a danger as our discussion this 
morning might indicate. 

Senator Lusk. Prior to the discussion this morning, had you 
thought there was any danger at all ? 

Mr. Aanpanuui. Oh, I would say that we would recognize that a 
matter of this kind that has not been fully resolved carries some ele- 
ment of uncertainty. 

Senator Lusk. Had you assumed, up to this time, that there was a 
difference between the case where the private company carries the 
power and it is sold to a private company in California and the situa- 
tion that would arise if a Federal line were built to California and the 

wer delivered there by the Bonneville Administration itself to the 
Pacific Gas & Electric Co. ? 

Mr. AanpDAHL. I have been of the opinion that it does not make 
any difference whether we sell it at Yamsay to Copco and they 
resell it to Pacific Gas & Electric or we wheel it or build a line to 
the border line. As long as we keep our construction activities within 
the marketing area I do not think it has any appreciable effect on 
the extension of the marketing area into California. 

Senator Jackson. My point is, Judge, that the key is the language 
in the Bonneville Act defining the marketing area and it is my off- 
hand AT that this contemplates the sale of power either through 
Federal lines or through wheeling arrangements. The key thing is, 
have you extended the marketing area? _ 

To me, it does not. make much difference whether you extend it by 
building a Federal line or you extend it through a wheeling agreement 
by contract. 

This is a legal question and on this I would defer to you and to 
the experts. : 

Mr. AanpaHt. It is the area that is uncertain and we recognize that. 

Senator Jackson. That is right, and I feel that you can extend the 
marketing area either by building a Federal line or through a wheel- 
Ing arrangement. The key thing is, are you serving customers in that 
area and, once you do that, you have extended the marketing area, 
and I do not.think that it matters whether the disposition applies 
to all. The regional counsel raises this question. I think once you 
sell power, whether firm or secondary, you have extended the market- 
Ing area because the Bonneville Act a not refer, in defining market- 
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ing area, to the sale of any particular kind of power as long as it is 
power. 

AsI say, Iam giving my own curbstone opinion. 

Senator Lusk. I have no further questions, Mr. Chairman, 

Senator Jackson. Thank you Judge Lusk. That was very helpful. 

Let me ask just one question. As I understand, we are selling 
dump or secondary power to Copco, California-Oregon Power Co. 
To the extent that they are paid in dump power for the wheeling ar- 
rangement, would this not reduce the amount of dump power that they 
are buying then and therefore the amount of revenue Bonneville 
would get ? lem 

Mr. Dusrow. We have a contract with them in which they exchange 
power with us and for accounting purposes the power is evaluated at 
21% mills, 

Senator Jackson. What I am talking about is the net dollar 
situation. 

Mr. Dusrow. Copco has.actually been serving a very substantial 
industrial load for us and the exchange has been running for years 
with BPA owing Copco power. The Government owed them quite 
a lot of power which we returned in power, and this is what the con- 
tract provides for, so that I think, Senator, that the answer to the 
question is no. 

Senator Jackson. Mr. Dubrow, I realize it may be difficult without 
having the figures before you now, but why do you not check that and 
then supply an answer for the record, if you would? 

Mr. Dusrow. All right, sir. 

(The Department subsequently submitted the following exhibit :) 


STATEMENT OF EFFECT OF AND WHEELING PAYMENTS ON NET REVENUES TO BPA 


Any payment to the California-Oregon Power Co. for wheeling energy from 
Yamsay to the border would be in dump energy credited to the company in 
addition to an existing exchange agreement between BPA and the company. 
This agreement provides for exchange of energy between BPA and Copco as well 
as transfer of energy by Copco to certain loads of the BPA. For accounting 
purposes the exchange of energy is valued at 2% mills per kilowatt-hour. How- 
ever, there is no provision in this contract for either party to make settlement 
on exchange balances in dollars. All payments must be made in energy. BPA 
does not have any contract whereby it sells any energy to Copco. Therefore, 
payment by BPA to Copco for wheeling power to Pacific Gas & BDlectric must 
consist of the delivery to Copco of additional energy which otherwise would 
have resulted in spillage of water. Copco will provide for its own use or suitable 
disposal to others of the additional energy it receives for wheeling power to the 
border for BPA. , 

In calculating net revenues to the BPA only the new 230-kilovolt facilities 
were considered. Copco now uses existing 115- and 60-kilovolt interconnections 
with Pacific Gas & Electric to sell and purchase power with the latter company. 
Copco also could sell energy they might secure from BPA through the Copco- 
BPA exchange agreement over these interconnecting facilities. 


Senator Jackson. What concerns me is that, if they are going to be 
paid in dump power for the wheeling of the power to Pacific Gas & 
Electric and they are obtaining dump power now, the net effect it 
would seem to me would be that, to the extent that they have a limit 
on the amount they can use of dump power, it will be diminished by 
the amount that they are paid in dump power. Does the contract pro- 
vide that they can be paid in dollars as well as dump power? 
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Mr. Dusrow. They are paid in dump power. They have also agreed 
that they will make this 230-kilovolt line completely available to 
transmit Bonneville power to P.G. & E. 

They have another interconnection with the Pacific Gas & Electric 


‘0. 
Senator Jackson. What we are talking about, as far as revenue to 
the Bonneville system, is a net of about $1,800,000. I was interested 
in knowing to what extent that net will be reduced by the amount that 
Copco will reduce its buying of secondary power in view of the fact 
that they will be getting additional secondary power as payment for 
the wheeling of the power from Yamsay to the border. 
» Mr. AanpDauL. It will not affect the $1,800,000, but it may affect 
other revenues that we had from Copco and that should be checked. 

Senator Jackson. Will you check that and supply that information 
for the record ? 

Mr. Dusrow. I certainly will. 

Senator Jackson. Judge Lusk ? 

Senator Lusk. I would like to call attention to the report of the 
Secretary of the Department of the Interior submitted to the Senate 
Committee on Interior and Insular Affairs in response to a resolution 
adopted by the Senate committee on May 19, 1959. I am reading 
from page 52, having reference to the question raised about marketing 
area. 

If there is no objection, I would like to read this into the record. 

Senator Jackson. You may certainly do so, Judge. 

Senator Lusk (reading) : 


RIGHTS OF PREFERENCE CUSTOMERS 


Directive No. 6 of the Senate resolution requests an examination of the effect, 
if any, of the proposed interconnection on the geographical extent of the Bonne- 
ville Power Administration service area and on the rights of preference and 
other customers within the service area to require power from the Bonneville 
system. To answer this question, an opinion was requested from the Portland 
regional solicitor of the Department of the Interior. His opinion, which follows, 
indicates that preference customers in California would have priority in the 
purchase of both firm and secondary energy over nonpreference customers in the 
Pacific Northwest. 

That is followed by a copy of the opinion of the solicitor. 

Senator Jackson. Yes. That is very helpful. That is what I was 
referring to when I read from the solicitor’s opinion on page 31. It is 
a troublesome question that is raised here where there is a sort of no 
man’s land, and just what the rights of the preference customers 
would be if they wanted to assert themselves is a difficult question. 

Senator Kuchel and Senator Engle and the Governor of California 

made it very clear that they would want to make certain that the 
regular customers in the Northwest be protected. 
_ Lassume, based on the opinion of the solicitor, that it would involve, 
if this were to be accomplished, an amendment to the law in order to 
besafe. This is what, in effect, the comment of the Comptroller Gen- 
eral referred to which Senator Kuchel read into the record as being 
pont No. 5 on page 79 of the memorandum prepared by the staff. 

Senator Kucuen. That iscorrect, Mr.Chairman. 

Senator Jackson. Thank you very much. 

We appreciate having your testimony. 
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The Chair would like to announce, so that everyone here will know 
who will be testifying this afternoon, that we will call before we recess 
until 2 o’clock Mr. Bhoay, representing the Governor of California 
as the next witness. Thereafter, Pacific Gas & Electric Co. will be 
called with Robert Gerdes as a witness and his staff will be present; 
and then the Washington State Public Utility Districts Association, 
the manager, Mr. Ken Billington, and the Northwest Public Power 
Association, Mr. Gus Norwood. 

Are there other witnesses here who desire to be heard this after. 
noon ¢ 

If not, those will be the witnesses so that we can arrange our testi- 
mony accordingly. We hope that we can complete this testimony 
this afternoon, 

I realize there are a number of people from out of town. 

Mr. Ralph M. Brody, special counsel to the Governor of California, 
on water matters. 


STATEMENT OF RALPH M. BRODY, SPECIAL COUNSEL ON WATER 
MATTERS TO THE GOVERNOR OF CALIFORNIA 


Mr. Bropy. Mr. Chairman and members of the committee, my name 
is Ralph M. Brody. I am special counsel on water matters to Gov. 
Edmund G. Brown of California. 

I am appearing here on the Governor’s behalf. 

The Governor has asked me to express his appreciation to the com- 
mittee for its courtesy in extending to him this opportunity to appear 
and regrets very much that he was not able to appear in person because 


he does consider this to be a very important matter to the State of 
California. 

Senator Jackson. We appreciate the fact that the Governor has 
seen fit to have you here today to represent him as I understand you 
do in connection with this hearing. 

The Chair will state for the benefit of those present that there will 
not be any other witnesses called until 2 o’clock after Mr. Brody com- 
pletes his testimony, so that you can make arrangements accordingly. 

Mr. Bropy. Mr. Chairman, I have no prepared statement to present 
to the committee. However, I would like to read into the record the 
April 28 letter from the Governor to the chairman of the committee. 
Before doing so, I would like to refer back to the Committee Print on 
page 87 and read the last paragraph of another communication from 
the Governor of the committee, dated March 23, 1960. 

The letter states: 

It would indeed be unfortunate if a decision were to be made on this highly 
important subject without the adequate and detailed study it requires but has 
not yet received. I, therefore, respectfully request your assistance and that of 
the Senate Committee on Interior and Insular Affairs in securing the postpone 
ment of any contract which would involve the construction of a Pacific Northwest- 
California power intertie, as presently contemplated by the Secretary of the 
Interior, until the studies that are now underway have been completed. It would 
seem to be extremely unwise to. consummate a limited Bonneville Power Admin- 
istration-Pacific Gas & Electric Co. intertie, as proposed by the Secretary, if a 
comprehensive study of the type which this State has undertaken should justify 
a much higher capacity common carrier intertie in order to bring about maximul 
use of the resources of the entire area affected and maximum benefits. both to 
public and private agencies. ; - 
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Again on April 28, in response to an invitation from Chairman 
Murray, the Governor transmitted a letter: 


Dear SENATOR Murray: Thank you very much for your invitation for me or 
my representative to appear before the Senate Interior and Insular Affairs Com- 
mittee on May 5 regarding the proposed contract between the Pacific Gas & Elec- 
tric Co. and Bonnevilie Power Administration. Mr. Ralph M. Brody, my special 
counsel on water matters, will appear for me at the hearing. 

In my letter dated March 23 to you I requested the assistance of your com- 
mittee in obtaining a postponement of the execution of the proposed contract at 
least until California, with the cooperation and assistance of the States of 
Oregon and Washington, had an opportunity to develop and present further and 
detailed studies now being conducted by our consultants. The consultants have 
informed me that we will have the preliminary results of that study by early 
or mid-June. 

Because the date has been set for May 5, I have no desire to request postpone- 
ment of this initial hearing, but I do wish to reiterate my request that no final 
action be taken until the report of the consultants is available. Accordingly, Mr. 
Brody will appear on May 5 solely for the purpose of requesting the committee, 
after it has heard other witnesses desiring to be heard at that time, to take no 
final action with respect to the matter, to adjourn the hearing until mid-June, 
and at that time permit California and perhaps other States to make an adequate 
presentation on this subject which we consider to be very important to north- 
western and Pacific coast States. This matter has been under consideration 
by the Department of the Interior for a long time and the studies conducted by 
Bonneville Power Administration consumed well over a year. I respectfully sug- 
gest that the additional time required in order to present our views should not 
be considered as a substantial element in a matter as important as this. I am 
certain that the information we will be able to present will be of great value 
to your committee. 


Signed by Edmund G. Brown, Governor. 

Mr. Chairman, the State of California recognizes the importance 
of this particular matter tc the sister States of Oregon and Washing- 
ton and also to the Federal Government through the Bonneville Power 
Administration. 

We recognize that great amounts of energy are going to waste at the 
present time. 

We recognize the impact that loss of income to Bonneville Power 
Administration can have upon the Northwest itself. 

However, we feel, on the basis of tentative discussions with our con- 
sultants, that the information we will be able to present to you at a 
later point of time will show greater benefits than those which have 
been considered heretofore by way of benefits to the Northwest as 
well as to California itself. 

_It is for that reason that we have asked that these hearings be con- 
tinued until mid-June. 

Senator Jackson. Mr. Brody, I just want to say, speaking only for 
myself, that the ability of the committee to act in this matter has cer- 
tain limitations as you can well appreciate, but I want to say for 
nyself that, because of the serious policy and legal questions that have 
been raised I can only express the hope and Secretary Aandahl has 
indicated that they in any event will not act until after Congress 
adjourns. 

I would certainly anticipate calling a meeting of the committee 
to hear the proposal of the Governor and the proposal of the States 
of Oregon and Washington as well as any other proposal that would 

made in connection with this surplus or secondary power. 
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I just want to assure you of that. This is the only assurance that | 
can give. What the Department may do, as you know, is a matter to 
which they and they alone can provide the answer. 

Mr. Bropy. We understand that. 

Senator Jackson. I understand that the Governor of Washington 
is sending a letter asking for postponement. 

Is that correct, Mr. Lineweaver ? 

Mr. Linewnaver. I have understood that, sir. 

Senator Jackson. In view of the fact that the Governors of Oregon 
and California have sent letters requesting that no action be taken, I 
feel reasonably certain that the Department will be responsive to 
their request for postponement. 

The committee will be responsive to it in any event. 

Mr. Bropy. Thank you. 

I would like to mention just briefly here and to reiterate the position 
of the Governor’s office of the State of California with respect to 
this matter of protection to the Northwest with reference to the 
public power preference law. 

We have been working with the States of Oregon and Washington 
in an attempt to draft appropriate legislation to the extent that such 
legislation is required to provide assurances to the Northwest that in 
California this law will not be asserted as against the Northwest. 

Whatever the present situation is in that connection, we feel that, 
as far as California is concerned, this is a matter of principal concern 
to Oregon and Washington and whatever they feel is required in 
order to meet their own needs and their own protection in this respect 
we would be willing to go along with. 

Senator Jackson. You concur in general with what I said earlier 
that I understood the general position of the State of California 
and the Governor to be? 

Mr. Bropy. Yes, sir; most definitely. Governor Brown has stated 
on many occasions. I might point out with respect to the ques- 
tions that you have raised that there may perhaps be another remain- 
ing question. I am not suggesting this as a matter which California 
would assert but rather to indicate the scope of the question itself. 
That is that if the marketing area is defined in the law as the area 
within economical transmission distance, it may be that, with refer- 
ence to the report here, that you have established a factual question 
which, in turn, raises a question of public power preference. In other 
words, has it not now been established that California is within eco- 
nomical transmission distance? I do not maintain this as a position 
of California but I cite it as a possible implication which is involved 
here. 

I believe, Mr. Chairman, in view of your own comments as to the 
attitude of the committee in the present situation, I will not burden 
you with a more detailed statement unless there are questions which 
the committee may have. 

Senator Jackson. Thank you very much, Mr. Brody. 

Senator Kuchel ? 

Senator Kucuen. No, I have no questions except that I am glad to 
welcome my friend, Mr. Brody, an able lawyer in this field, repre- 
senting the State of California, and to say again that I greatly appre- 
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ciate the statement of the Under Secretary of the Interior that no 
action would be taken during the time Congress remains in session 
which therefore would give this committee ample opportunity to 
hear the views and recommendations of California and her sister 
States and then take such action as they may deem appropriate. 

Senator Jackson. Judge Lusk ? 

Senator Lusx. Did I understand you to say that the main interest 
and concern of California is with the welfare of the States north of 
there ? 

Mr. Bropy. We have a community of interest. 

I do believe that the studies which are being considered here, and 
I might say they are being conducted with the cooperation of the 
other two States, will not only be of benefit to California but to the 
Northwest itself. 

Senator Jackson. In that event, Mr. Brody, I think we all agree 
that we should have the benefit of the proposal that will be submitted 
not later than the middle of June. I think I speak for my colleagues 
when I express the hope that we make sure that the proposal will be 
available by not later than mid-June. 

We will resume at 2 o’clock. 

The first witness will be from the Pacific Gas & Electric Co., Mr. 
Robert Gerdes. 

(Whereupon, at 12:30 p.m., the committee recessed to reconvene at 
2 p.m., the same day.) 

AFTERNOON SESSION 


Senator Jackson. The committee will resume its sitting. 
I believe Secretary Aandah] had a brief supplemental statement he 
desired to make. 


STATEMENT OF HON. FRED G. AANDAHL, ASSISTANT SECRETARY, 
DEPARTMENT OF THE INTERIOR—Resumed 


Mr. Aanpant. Mr. Chairman, this morning Senator Kuchel asked 
a number of questions about wheeling Bonneville Power or P.G. & E. 
lines going south into California. Near the end of that questioning 
he asked, if certain preference customers in California wanted to buy 
some power from Bonneville, and asked us to work out a wheeling 
arrangement with P.G. & E., would we consider doing that? My an- 
swer was “Yes.” To that “yes” answer I would like to address these 
sentences : 

Such consideration, however, would be unusual and extraordinary. 
Interior power marketing agencies seldom, if ever, pay wheeling out- 
side their power marketing areas. Such wheeling payments might 
be considered for integration purposes, but not for delivery of power 
to customers as such. 

Senator Jackson. Without objection, the statement just read by the 
Secretary will appear in the record to clarify his response this 
morning. 

Mr, Aanpaut. Thank you, Mr. Chairman. 

Senator Jackson. We will next hear the represenatives of the Pa- 
cific Gas & Electric Co., Mr. Gerdes. 
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STATEMENT OF ROBERT H. GERDES, EXECUTIVE VICE PRESIDENT 
OF PACIFIC GAS & ELECTRIC CO., ACCOMPANIED BY WALTER 
DREYER, CONSULTING ENGENEER 


Mr. Gerves. Mr. Chairman and members of the committee, my name 
is Robert H. Gerdes. I am executive vice president of the Pacific Gas 
& Electric Co. I have accompanying me at the table here to my left 
Mr. Walter Dreyer, who is an engineer for Pacific Gas & Electric Co., 
and who has worked on these matters for a considerable time. He may 
be able to assist in answering any questions that the members of the 
committee may have. 

I would like to express our appreciation for this opportunity to ap- 
pear before you. In appearing before you, we will endeavor to pre- 
sent the factual record that you indicated, Mr. Chairman, you desired 
to make here. 

First, I want to say that we have, as far as the company is concerned, 
no objection to delaying this matter until June, as has been discussed. 
The only suggestion on that score that I can make is that if the matter 
should be delayed so that another year would be lost, there is a con- 
siderable economic loss involved, as the chairman and members of the 
committee know. 

Senator Jackson. Of course, the power would not be available; it 
is too late this year, anyway, for the dump power that would be avail- 
able starting now. 

Mr. Gerpes. It is too late, that is correct, Mr. Chairman. Roughly 
it would take us about a year and a half to construct this line, because 
we have to go out in the field and get rights-of-way, we may be faced 
with condemnation suits, we have to make our designs, we have to 
order the steel, and soon. So if were to start construction in the imme- 
diate future, the first. thing we would do would be to make plans and 
try to acquire the rights-of-way, and the construction would be done 
next year, when weather conditions permit. 

Senator Jackson. If you obtained approval of the contract, how 
long Charge tier would it be before you would be ready to receive the 
power ? 

Mr. Gerves. The best estimate we have is—and of course this de- 
pends on the trouble we have in getting rights-of-way and whether 
we are faced with condemnation suits or not. 

Senator Jackson. What is the best you could hope for ? 

Mr. Grrves. If we were to start very soon, the best we could do this 
year would be to acquire the rights-of-way, and then we would be 
faced with winter weather, and we would have to delay actual con- 
struction until next summer, when the weather conditions would per- 
mit the construction. As I recall the estimate, it would be about 
November or December of next year when the line could be completed. 

Senator Jackson. So you are talking in terms roughly, of 18 months 
from the time that you receive notice. 

Mr. Grerves. That is right. 

Senator Jackson. And of course, that would depend on the matters 
you just mentioned, the weather and whether you start in the winter, 
and so on, and on questions of procurement. 
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Mr. Gerves. That is correct. Mr. Chairman, I have a four-page 
prepared statement which I am prepared to file with the committee, 
if that is your desire. 

Senator Jackson. Present it any way you wish. If it is only four 
pages, I think you might just as well read it into the record. 

Mr. Gerves. All right. 

A year ago your committee held hearings on a proposal by Bonne- 
ville Power Administration to increase its net power revenues ap- 
proximately $1,800,000 a year by selling surplus dump energy to 
Pacific Gas & Electric Co. 

The energy would be delivered by Bonneville to the California- 
Oregon Power Co. at. existing interconnections and transmitted over 
Copco line for delivery to P.G. & E. at the Oregon-California border. 
Transmission to the border would cost Bonneville nothing, since it 
could pay Copco not in money but in kilowatt-hours of dump energy 
which otherwise would be wasted. 


PLAN ECONOMICALLY FEASIBLE 


The studies on which this proposal was based showed that the most 
economic plan for the transfer of Bonneville dump energy would pro- 
vide for use of the existing Copco-P.G. & E. transmission systems 
and the construction of a new 230,000-volt transmission line from 
Klamath Falls on the Copco system to the P.G. & E. pit 3 powerhouse, 
a distance of 97 miles. 

From pit 3, the energy would be transmitted more than 250 miles 
over existing P.G. & E. lines to load center in the San Francisco Bay 
area. We can make capacity available in these lines by changing 
some of our hydro plants from a peaking to a base load operation. 

The only capital outlay involved in this plan would be construction 
by the two companies of the Klamath Falls-pit 3 line and its related 
cae which it is estimated could be built at a cost of about $4 
million. 

Assuming 95 percent load factor and amortization of the P.G. & 
E. section of the new line during a 10-year period, we estimated 
that the average cost to us of such energy, after transmission losses, 
would be about 3 mills per kilowatt-hour at load center. On 
this basis, we determined that the plan would be economically feasible 
if the dump energy were delivered to us at times when it could be 
used to reduce generation in some of our older and less efficient steam- 
plants. This dump energy from the Northwest, like the dump energy 
we now purchase from the Central Valley project, has no use in our 
area, except as a replacement for energy which otherwise would be 
generated in steamplants. 


PROPOSED P.G. & E.-BPA CONTRACT 


A draft of a contract with BPA was prepared and submitted to your 
committee. This contract contemplated that, subject to the applicable 
provisions of the Bonneville Act: 

(1) Surplus dump energy in excess of the needs of the Northwest 
area would be sold to P.G. & E. at the Oregon-California border on 
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a “when, as, and if available” basis at Bonneville’s established C4 
rate for interruptible power. 

(2) Energy would be delivered to P.G. & E. for Bonneville’s ac. 
count by Copco under a wheeling contract between Copco and BPA. 
Copco would construct necessary additional transmission facilities 
in Oregon. 

(3) P.G. & E. would construct the California part of the Klamath 
Falls—Pit 3,230,000-volt transmission line. 

(4) Both BPA and P.G. & E., through Copco, would have use of 
transmission facilities for emergency breakdown relief. 

(5) Term of the contract would be for 10 years, and thereafter 
from year to year up to a total term of 20 years. 

At the hearing last year, some members of the committee suggested 
that provisions of the proposed contract relating to termination of 
energy deliveries be clarified to show that the Bonneville Adminis. 
trator could withdraw energy from P.G. & E. for sale to other pur- 
chasers, public or private, at any time he desired. Consequently, 
on April 15, 1959, the company in a letter to the chairman of the 
committee stated that it would agree to a provision allowing either 
party to terminate the contract on 30 days’ written notice given to 
the other. 

BENEFITS OF THE PLANT 


The proposal is a reasonable, practical, minimum-cost plan which 
will provide substantial benefits at the earliest date. 

The proposed intertie would make maximum use of existing high- 
voltage transmission facilities. The only construction necessary is 
the new line covering the 97-mile gap between the Copco system at 


Klamath Falls and the P.G. & E. system at pit 3. This is the shortest 
distance between the 230,000-volt transmission systems of the North- 
west and California. 

The capacity of the new line, together with the existing intercon- 
nections, would be sufficient to transmit 134 billion kilowatt-hours 
per year of Northwest surplus energy to California. 

This plan will make possible the sale of dump energy which is not 
needed in the Northwest—and, in fact, would not otherwise even be 
generated—and will result in average net revenue to BPA of approx- 
imately $134 million a year. 

The plan also will make available an additional 160,000 kilowatts 
of capacity to the Northwest which can be called on in the event of 
emergency. 

The plan is financially sound and will provide substantial revenue 
to Bonneville through maximum use of existing facilities without 
any expenditure of Federal funds. 


PLAN SUPPORTED BY RECENT STUDY 


Pursuant to the resolution adopted by this committee on May 1°, 
1959, further contract negotiations were suspended until a study of 
the feasibility of other interconnections for the disposal of Bonne- 
ville energy in California had been completed. BPA’s exhaustive 
study shows that ihe only financially feasible interconnection is the 
230,000-volt line which we have proposed. 





PACIFIC NORTHWEST (BONNEVILLE)-CALIFORNIA INTERTIE 47 


Since the contract we proposed could'be canceled at any time, it 
would not prevent the construction of any other lines found feasible 
in the future. In the meantime, the Government would gain $1,800,- 
000 a year in net revenues from Bonneville energy now going to waste. 

Mr. Chairman, there is attached to this statement a map‘ showing 
the existing and proposed transmission facilities in southern Oregon 
and northern California. 

As you will notice, the Bonneville system, particularly the line that 
we are speaking of, a 230-kilovolt line, is shown in the upper right- 
hand corner, running from Redmond downto Yamsay. Then in green 
is shown the existing 230-kilovolt line to Klamath Falls, owned by 
California~-Oregon Power Co. From there, you will note that there is 
a broken red line, which is an indication of the line that would be 
built by Copco and P.G. & E., down to the pit 3 powerhouse. 

The really significant thing about this is the fact that we only have 
a relatively short line to build between the Copco system and the 
P.G. & E. system. We do not in our computations intend to charge 
anything for the transmission of the power from pit 3 down over our 
lines. In our arithmetic, we make no charge for that. 

Just to give you an illustration: The contract provides that we will 
pay Bonneville’s postage stamp rate at the border. At 95 percent 
load factor, that is 2.1 mills per kilowatt-hour. 

Our engineers estimate that the annual cost per kilowatt-hour on the 
line that we would build from the Oregon border to pit 3 would be 
0.6 mill a kilowatt-hour. In addition to that, there will be transmis- 
sion losses, of course, on the power, from the border down to the San 
Francisco Bay area. That represents about 0.3 mill a kilowatt-hour. 

So, my arithmetic is that if you start with the 2.1 mills that we 
would pay Bonneville, allow 0.6 mill for our new transmission, and 
0.3 mill for line losses, we get a 3-mill cost in the San Francisco Bay 
area. That is a very important factor to be considered in connection 
with this whole project. 

Last year, at the time of the hearings, at page 171 of the official 
report of the hearings, we submitted a statement of the various steam 
units that we have on our system and an indication of their efficiencies. 
It shows that as of 1961, when they contemplated this power might 
be available, we would have 650,000 kilowatts of steam capacity where 
the cost of fuel, measured by fuel oil at current prices, would be 2.8 
mills per kilowatt-hour. That is less than Bonneville power actually 
would cost us. 

It then shows that we have 1,155,000 kilowatts of capacity, where 
the cost would be 2.9 mills, and then 460,000 kilowatts where it would 
be 3.3 mills, and 910,000 kilowatts at 3.8 mills. 

These cost figures are actually high, because they are based upon 
present cost of fuel oil. Actually, we have considerable amounts of 
gas which would be available at lower costs, and consequently the 
average cost to us would be somewhat less than previously indicated. 

Senator Jackson. What is that average cost now ? 

Mr. Gerpves. For what ? 

Senator Jackson. For your steam plants. A little over 3, is it not ? 

Mr. Gerves. Let Mr. Dreyer answer that. 


1 Filed with the committee. 
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Mr. Dreyer. Mr. Gerdes gave you a set of figures. In the first 
group he quoted 2.8 mills. That would be about 2.5 as the composite 
price of gas and oil. In this composite price we are using here, we 
have some 30 percent of oil at-a higher price; we are taking a long. 
range look. On that long-range look, we think that 2.8 would be 2/5, 

Incidentally, we have since added another 325 kilowatts to the 
650,000 in the first group. 

Then, in the second group, the figure Mr. Gerdes gave you of 2.) 
would become about 2.7, the 3.3 would become about 3.1, and the 38 
about 3.6. 

Mr. Gerpes. So your average, to answer the chairman’s question, 
the average cost is about what ? 

Mr. Dreyer. I can’t give the average cost. 

Senator JACKSON. What has been the average cost for the last 3 or 
4 years of your steam plants? 

Mr. Dreyer. It would be in that range. I can’t give you the aver- 
age. In taking Bonneville power into our system, we are not going to 
back down those big 325,000 units that are the most efficient. 

We will have in about 2 years a million kilowatts of this type, because 
we are now putting in another unit. That group certainly is not going 
to be backed down for any other source of power. 

Senator Jackson. You first back down less effective ones ? 

Mr. Dreyer. That is right; and you won’t get into that range until 
you get to something over 2 million kilowatts. The first 2 million you 
cannot compete with at 3 mills. 

Mr. Gerves. One reason it is difficult to give you an average figure is 
that we have a very large hydro system, Mr. Chairman, and the extent 
to which we operate these less efficient plants depends on the type of 
water year we have in California. So it is really not a very meaningful 
figure to give you the average. Asa matter of fact, we don’t seem to 
have it here. 

But what these figures show is that handling this power the way that 
we do, the Bonneville power that will be delivered into our load center 
will be, as I characterized it last year, fairly marginal. There will be 
certain times when, if we use it, we will actually lose some on it, as you 
will see, if we back off any of these more efficient plants, and there will 
be other times that we can use it to replace our less efficient plants when 
we gain an advantage. 

Senator Jackson. For the most part, though, you will not add to 
your total power output; it is a replacement. 

Mr. Gerpes. It is entirely a replacement. 

Senator Jackson. That is what I understood from the previous tes- 
timony last year. 

Mr. Grrpes. It is entirely a replacement; yes. 

I would like to call the committee’s attention to this fact : There was 
much discussion here this morning about demands for this power by 
municipal agencies in California. In the last 15 years, there has been— 
and it varies, depending upon the water year—anywhere from a billion 
and a half as a maximum to, say, half a billion kilowatt-hours of dump 
energy produced by the Central Valley project of California. The 
preference agencies, as you know, have the first right to buy CV? 
power. They have not purchased 1 kilowatt-hour of dump power, be- 
cause they have no use for it. 
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Senator Jackson. But does that come at the same time ? 

Mr. Gerves. The same time. 

Senator Jackson. I mean, their surplus occurs at the same time ? 

Mr. Gerpes. Approximately the same time. 

Senator Jackson. I mean within the same general time frame ? 

Mr. Gerpes. It will be in June, July, and August, when they are 
releasing water from the Shasta Reservoir and other reservoirs of the 
Central Valley project for irrigation. 

So, by and large, high power output at Central Valley occurs at 
just about the same time, as I understand, as you have the surplus 
in the Northwest. 

I do think it is important for you to realize that there have been 
hundreds of millions of kilowatt-hours of power available from the 
Central Valley project of the very type that Bonneville would make 
available to us; namely, surplus power, and no one else in California 
saw fit to purchase any. As a matter of fact, the company absorbed 
itall. The company absorbed it by shutting down certain of its steam- 
plants and utilizing this power. 

Senator Jackson. What is the rate there? I mean what is the 
Central Valley rate? 

Mr. Gerpes. I would rather have Mr. Dreyer state that. I know 
hecan do it with more certainty than I can. 

Senator Jackson. And, if you don’t have it all now, you can supply 
it for the record later. 

Mr. Dreyer. I think I could give you a fair figure on that rate. 

The lowest block, the tail block of the rate, is 1.9 mills. That is 
the lowest. The average price of nonfirm power has been about 2.3 
mills. 

Senator Jackson. Why would it not be better, then, to just get your 
power from Central Valley ? 

Mr. Dreyer. We are already doing that. 

Senator Jackson. Are you taking it all ? 

Mr. Dreyer. Weare taking all of that power. 

Senator Jackson. All of that surplus? 

Mr. Dreyer. Yes. 

Senator Jackson. And you could take this amount of Bonneville 
that you asked for, of a little over a billion kilowatt-hours, and still 
take all of Central Valley’s concurrent surplus? 

Mr. Gerves. That is right. 

There was some reference this morning to the fact that there were 
10 billion kilowatt-hours that you might say were going to waste in 
the Northwest. If we take roughly 1.5 billion, then you would say 
there is 8.5 billion left. We know of no market in northern Cali- 
fornia for any quantity of power the likes of that. As a matter of 
fact, the P.G. & E. has looked into this matter very carefully and 
thoroughly. Our estimate is that we can only take from 1.5 to 2 bil- 
lon kilowatt-hours a year, consistent with our other obligations. 

We are provincial the same way, perhaps, the Northwest is, and 
rightfully so. We intend to utilize Central Valley project power be- 
fore we take Bonneville power. We also buy a considerable quantity 
of power from various irrigation districts and public agencies that 
have their own generating plants in connection with water conser- 
vation works. That power is available during this same period. And 
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of course we have generation of our own, a very substantial amount 
of it. So our plan is, of course, to take the California power first, 
Our studies show, however, that we could take in the neighborhood 
of 1.5 to 2 billion kilowatt-hours from the Northwest, consistent with 
our obligations. 

Incidentally, we also have obligations to the oil companies. In order 
to protect ourselves, we have to make contracts to purchase fuel oil, 
We also have long-term contracts to purchase gas, and we have to 
utilize those fuels, too, to the extent of our contractual commitments. 

So we do not see any opportunity for us to utilize substantially any 
more power than I have indicated. 

Senator Jackson. That is, at least for the forseeable future. 

Mr. Grrves. For the immediate future. Of course, our system is 
growing. There also is this fact : We are negotiating with various irri- 
gation districts in California that want to add to their storage and 
build facilities, and they want us to buy the incidental power. The 
State of California’s Oroville project itself will produce a considerable 
amount of power. And much of this waterpower, will largely be 
available at the very time that this Bonneville dump energy is avail- 
able—speaking generally. Consequently, we have to keep a place in 
our market to absorb power from agencies that will be producing 
power in the State of California. 

What I am speaking of provides a very practical limitation on the 
amount of power that we will be able to take into our system. 

There is no public agency in our territory that owns a steam plant. 
That is the reason they are unable to purchase surplus dump power. 
In southern California, there are some agencies that have steam plants 
such as the city of Los Angeles, where they have a large municipal 
system. But I do call your attention to the fact that it is some 900 
miles from the City of Los Angeles to Bonneville, and we know of no— 
at least in this country—transmission of power over a distance of 
900 miles. 

Senator Jackson. That could only be accomplished through a sys- 
tem of interconnection. Is that right? If you want to deliver power 
and push it on, step by step, from an engineering standpoint, it would 
be the only way you could do it. 

Mr. Gerpes. I think that would be the only way—— 

Senator Jackson. Through a system of crediting power. 

Mr. Gerpes. And I don’t know whether that would work. That 
would have to be very carefully explored. 

Senator Jackson. I am not suggesting that we send power down to 
the city of Los Angeles. I am merely saying that from the engineer- 
ing standpoint it would have to be worked out through a series of 
interconnections on a load factor basis, so that you would cut down the 
line loss. But you obviously would not build a transmission line from 
the border all the way down to Los Angeles. What would you get 
there? About 5 percent of it, at the best? 

Mr. Dreyer. You would do better than that, but that is a long way. 

Senator Jackson. It drops off pretty fast after the first 25 miles, 
does it not? . 

Mr. Gerves. Under high voltage it can go several hundred miles. 
But where the limit is, is for the transmission experts to say. 

I want to point out a second fact, too. That is, there was reference 
in the testimony by the Bonneville power people here this morning to 
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the effect that the study that they submitted proposed a second line. 
They said that that has marginal feasibility. 

But I want to point out that this second line requires only a rela- 
tively short ae line. The line that they proposed there was 
a line from Redmond down to connect with our Feather River system. 

Bonneville computations would amortize the transmission line from 
Redmond down to our Feather River system. But there again, their 
plan was that the P.G. & E. would back down its plants on the Feather 
River from a peaking operation to a baseload operation and make 
room for this power and give it a free ride from there to the San 
Francisco Bay area. 

Incidentally, as I think I did mention, in our computations for the 
Klamath Falls-Pit 3 line plan, we give this Bonneville dump power 
what you might characterize as a free ride from the Pit 3 plant 250 
niles to San Francisco. 

So these lines are only economic, as shown by the study presented 
by Bonneville, because of the fact that the transmission carries the 
cost only for a relatively short distance of the way between Bonne- 
ville and San Francisco. 

If you were to build a 220-kilovolt line all the way from Redmond 
to San Francisco, these costs obviously would be considerably higher 
and would be, in my opinion, beyond what is economically feasible. 

Senator Jackson. What you are saying is that with the integration 
of this into your system, which is already there, you can actually save 
that additional cost of building a separate line all the way. 

Mr. Grrves. That is right. We save the cost, and we give the Gov- 
ernment that saving. There is no charge for transmission of Bonne- 
ville power from the Pit 3 powerhouse down to load center. 

Senator Jackson. Did you have any further comments that you 
wanted to make in your opening statement before we proceed with 
questions ? 

Mr. Gxerves. No; I think that covers generally the comments that 
Thad in mind making. , 
ee Jackson. Suppose I turn to Judge Lusk first, Senator 

uchel. 

Senator Lusk. I have no questions, Mr. Chairman. 

Senator Jackson. Senator Kuchel ? 

Senator Kucuet. Off the record. 

(Discussion off the record. ) 

Senator Kucueu. I would just like to have a brief comment first, 
Mr. Gerdes, on some of the legal questions that the staff has raised 
and that people have indicated. 

Your understanding of the contract would be that it is and would 
be subject to a 30-day cancellation ? 

Mr. Grerpes. We would so provide. 

— Jackson. They sent a letter last year, which is in the 
record. 

Senator Kucnen. I remember that. 

Senator Jackson. And he alludes to it in his statement on the can- 
cellation, the 30-day cancellation provision. 

While Senator Kuchel is looking at that statement, I wonder if I 
might just ask a question. 

How long do you think it will take to amortize your capital invest- 
ment? Iam referring primarily to the transmission. 
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Mr. Gerpes. Our plan is that we would amortize the line from the 
Oregon-California border down to pit 3 over a 10-year period. It 
makes only 0.1 mill differenee whether we amortize the line over a 
10-year period or the normal life of a line, which is to the order of, 
say, 35 or 40 years. So that phase of it is relatively immaterial. 

The advice that we had from Bonneville was that this power prob- 
ably would not be available after 10 years. For that reason, it seems 
only prudent that we amortize our investment over the period that we 
feel we will be getting this power. 

But if we did amortize it over, say, 35 or 40 years, whatever is the 
normal life of amortizing a line, as prescribed by the California Com- 
mission, the difference is relatively small. 

Senator Kucuen. Suppose, as a result of this study by the State of 
California, recommendations were made that if there were to be a 
contract under which a line would be constructed the State of Cali- 
fornia and the public agencies under the law be given an opportunity 
to buy power and have your company wheel it, would you look with 
favor on that kind of a recommendation ? 

Mr. Gerpes. That goes into a subject that came up here this morn- 
ing. I will speak as a has-been lawyer. I was a lawyer up until 
5 years ago; in fact, general counsel for the company for a number 
of years. For the last 5 years I have been executive vice president. 
And I am sure Judge Lusk will tell you that the worst man to rely 
on for the legal advice is a has-been lawyer. 

Senator Jackson. I think you are probably a pretty good one, or 
you would not be where you are now. 

Senator Kucuen. He is a very competent man. 

Mr. Gerpes. It is my opinion and the opinion of our legal depart- 
ment, and I have had them look into it. By the way, I think I will 
say this at this moment, that you are surely wise in having counsel 
for Bonneville review the opinion that they submitted. 

But it is my opinion that if the P. G. & E. purchases this power at 
the border as we propose, that stops the running of the preference 
area. That is my opinion. 

Senator Jackson. But where do you buy it? Right on the middle 
of the border or in California ? 

Mr. Gerpes. I think it is immaterial. We are willing to buy it right 
= the border if that will help the matter any, immediately over the 

order. 

As I say, Iam not asking you to take my opinion; but in my opinion, 
that does not make California, could not bring California within the 
preference clause. But if we were to agree to wheel this power and 
Bonneville were to make deals directly with the Sacramento Municipal 
Utility District, let’s say, and we would agree to wheel power to them, 
then I think you might have a very different situation. 

For that reason, I can assure you that we are not going to allow 
any such controversial matter to intervene, and we do not have any 
intention of making any wheeling arrangements for Bonneville power 
with anyone in our area. We are perfectly willing to put a provision 
in the contract prohibiting us from wheeling this power to any prefer- 
ence customer in our area. 

Senator Kucuex. To turn it around though, Mr. Gerdes, suppose 
the apprehensions which the people in Washington and Oregon feel 
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as a result of one interpretation of the solicitor’s opinion were removed 
by statute or otherwise, would you then, to the extent that you could so 
testify, be willing to negotiate a wheeling agreement if the request 
of the State of California included such a recommendation to the 
committee. 

Mr. Gerves. I have already told Mr. Brody, that we would sell 
the State, not wheel it for them, but we would sell them equivalent pow- 
er on an offpeak basis. We cannot afford to do it onpeak, because that 
would be sacrificing the peaking values of our own system in the Pit 
River area. I told Mr. Brody we wouid sell the State offpeak in any 
year an amount of power equivalent to what we buy from Bonneville 
and charge them no more than what we pay Bonneville, plus trans- 
mission losses to load centers and fixed charges and amortization of the 
line from the border down to Pit 3, and make no charge for trans- 
mission over the 250 miles of our system going south, so that the State 
could buy it at our actual cost. I told Mr. Brody this morning that 
we would be willing to do that for the State water plan. 

We have had, as I am sure you know, negotiations over quite a num- 
ber of months with the State, and various proposals for exchange and 
wheeling of power have been made whereby power can be delivered 
at the lowest possible cost for use in connection with the State water 
plan. 

: Senator Kucnen. Would that same type of offer be available to any 
other public agency ? 

Mr. Gerpes. Well, you were not here, Senator, when I called atten- 
tion to the fact that for 15 years, and every year in the last 15 years, 
or slightly more, there has been anywhere from a billion and a half, as 
the maximum, down to in the neighborhood of 300, 400, or 500 million 
kilowatt-hours of dump power available in connection with the Cen- 
tral Valley project. Not 1 kilowatt-hour of that power has been pur- 
chased by a preference agency. The reason that they do not buy it 
is that they have not been able to use power of this character. So it 
would be certainly a futile thing for us to agree to wheel power to a 
preference customer who can’t use it. 

Senator Kucuen. Could you comment a little further on that, Mr. 
Gerdes, for my benefit, anyway ? 

Getting back to the State of California water plan, Feather River 
project, I suppose we should assume that the State would purchase 
from the Central Valley project that power which thus far has not 
been sold. 

_ Mr. Gerpes. If they could use dump power for their water pump- 
ing, presumably they would buy it. 

Senator Kucure:. When would that be available during the year? 

Mr. Gerpes. It is roughly available during June, July, and August, 
during the period when they are making heavy releases from Shasta 
Dam and Folsom Dam for irrigation use. After those heavy releases 
ire over, then they cut their power output way down to conserve water 
for the following year. 

Senator Kucue,. When would the dump power from Bonneville 
usually be available ? 

Mr. Gerves. I would rather have Mr. Dreyer answer that. 

Mr. Dreyer. In almost the same months, from April, May, June, 
July, and it starts falling off in August. 
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Senator Jackson. It is apparently about the same time. 

Mr. Gerves. It is almost the same time. You might have a fey 
weeks’ difference if the weather conditions should vary in the two 
areas, but it is almost the same time. 

As a matter of fact, we are speaking of snow melt runoff. As | 
understand it, this dump power comes from the snow melt runoff of 
the Columbia River system. 

Senator Jackson. That is right. The situation that exists on the 
east. side of both States is different than it is on the west side. We 
have a heavy water runoff because of the rains in the fall and winter 
months on the west side. I think that is true generally in Oregon, 

Senator Lusk. Yes. 

Senator Jackson. And on the east side we have the short water 
period. So this involves in part in our own area, the question of firm- 
ing up power with dams, which can be done where you have a runoff on 
the west side blending in with the shortage on the other side. 

Mr. Gerves. But by and large the availability, as I understand it, 
of snowmelt runoff is roughly the same, plus or minus a couple of 
weeks or so, in California as in the Northwest 

Senator Kucuet. I confess I show my ignorance, but if that is true 
and that dump power is available from two sources, one in California 
and one from Bonneville, at about the same time, why would it not be 
of peoncenic advantage to you to purchase the Central Valley’s proj- 
ect 

Senator Jackson. They are doing it. They are buying their en- 
tire output. 

Mr. Gerves. We have bought all the power from the Central Val- 
ley project that they have not been able to sell to other customers since 
the day the plants started operation, and we have paid their standard 
rate. 

Senator Kucuer. And the reason that a public agency has not di- 
vested you of any part of that is because they cannot use it? 

Mr. Gerpes. They just cannot use the dump power. They have 
taken the firm power, of course. 

Senator Jackson. We are only talking about secondary power. 

Mr. Gerves. We are talking about secondary power, which is fre- 
quently called dump power. 

Senator Jackson. Of course, if this surplus could be firmed up, that 
would be a different question. 

Senator Lusk. This shows my ignorance, too, but I do not under- 
stand the difference between firm power and secondary power, as far 
as the use of it is concerned, or the ability to use it. 

Mr. Gerves. Speaking generally, firm power is power which is avail- 
able all the time, or at least at the times when you need it. Dum 
power—sometimes it is called interruptable power; sometimes it 15 
called surplus power—— 

Senator Jackson. And secondary power. 

Mr. Gerves (continuing). Or secondary power; it is all the same. 
It is power which is there at relatively unpredictable times, and which 
you cannot rely on to meet load in an electric system. That is a law- 
yer’s definition of it. 

Senator Lusx. Why is it that your company can use this secondary 
or interruptible power, while some of these public agencies cannot! 
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Mr. Gerves. The reason that we can use it is that we have roughly 
31, million kilowatts of steam electric generating plants on our sys- 
tem. Those plants can be operated or not, as we desire. When we 
have dum sega available, for instance dump power available from 
Central Val ey or dump power from Bonneville, we can cut back the 


steamplants, and our saving will be the fuel that we will not be re- 
quired to burn to generate the amount of power that we get. 

Does that answer your question ? 

Senator Lusx. That answers my question, yes. 

Senator Kucuen. I noticed in Governor Brown’s letter of March 
93—he goes on to say, on page 87 of the memorandum committee 
print : 


Based upon initial consideration, I am convinced that this study will show 
the advisability and feasibility of constructing an extra-high-voltage common 
carrier intertie with adequate capacity to move large amounts of power through- 
out the entire Pacific coast when available. Among other things, the new 
study may well indicate the feasibility of utilizing the California portion of 
such a line to transfer power developed at Oroville Dam, the key reservoir in 
the water development program being undertaken by the State of California. 
In addition, the Federal Government is considering the best means of transmit- 
ting power from the Trinity division of the Central Valley project. The kind of 
intertie our engineering consultants will study may provide an answer to this 
problem. A high-capacity common-carrier line offers tremendous possibilities 
to all power agencies—public and private, Federal and non-Federal. 

While I do not want to anticipate what the State’s report will be, 
here is a letter to the committee from the Governor of our State. 
Have you any comment to make on that language, Mr. Gerdes? 

Mr. Gerves. I have already made the comment that we have no ob- 
jection to waiting until June, if that is the desire of the committee, to 
get the results of their study. But, for instance, he makes reference 
to power from the State’s Oroville Dam. The engineering studies of 
the State—and I am asking Mr. Dreyer to check me—indicate that 
power will not be available from Oroville until 1969. Consequently, 
it would seem to me to be a little premature now to provide capacity 
to transmit power 7, 8, or 9 years ahead of the time they are going to 
have any to transmit. 

I cannot foresee all of what is likely to be set forth in this report. 
Bonneville made what our engineers have reported to me is an ex- 
haustive, thorough study of this whole subject. It was submitted to 
this committee in the report which has already been referred to. Our 
engineers see no reason to doubt any of the conclusions that they have 
arrived at. 

_ There is a map‘ attached to my prepared statement, Senator Kuchel, 
in which the transmission systems of the Northwest and California are 
shown. The red dotted line indicates the proposed new line from 
Klamath Falls to pit No. 3. That line is only 97 miles long, and the 
transmission of this power to California for use as a fuel substitute will 
only have to carry the cost of this line plus what we pay Bonneville, 
which is 2.1 mills, at 95 percent load factor, plus the transmission 
losses. We are giving the power, in effect, what I characterized as a 
“free ride” from pit No. 3 plant 250 miles down to San Francisco. 

The difficulty in utilizing Bonneville surplus power is to bring this 
power in to the California area at a price which is economic. That 
is the problem. 
ee 


1Filed with the committee. 
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I believe you referred this morning and you emphasized that there 
were some 10 billion kilowatt-hours, in effect, going to waste in the 
Northwest. But there is no market for that power in anything like 
that quantity in California. We can only absorb, according to ou 
studies, about 1.5 billion kilowatt-hours, maybe up to 2 billion. We 
have to take, and we think we should give priority, and I think you 
will agree with me that we should give priority to all the dump power 
that is coming from the Central Valley project. We give priority 
to our own plants, of course, because our money is invested in those, 
We have contracts with a number of irrigation districts and municipal 
agencies that have water conservation dams in our area, and we give 
priority to their power. Much of that power comes at a time when it 
is competitive or would be competitive with the so-called dump energy 
in the Pacific Northwest. 

It is a matter of how much we can absorb in our market and what 
we can pay for it. We can’t pay more than the power is worth to us, 
which, as I indicated to you, is approximately 3 mills a kilowatt-how. 
We can’t pay more, because otherwise it would be a burden on our 
customers. 

Senator Kucue.. I think some of the questions are going to prob- 
ably have to await the specific report which the State is making, be- 
cause at that time I assume they will have their requests to the Depart- 
ment and to the committee, where as the position of the State today is 
simply that no action be taken by this committee of a final nature 
now 

Mr. Gerpes. That is what I understand. 

Senator Kucuen. And that we give the State an opportunity to be 
heard sometime around the middle of June. 

Mr. Gerpes. And we ‘have raised no objection. 

Senator Kucuext. And obviously, you would be here when we had 
that hearing and when the State came forward with its witnesses. | 
think it probably would be helpful. 

Senator Jackson. You can be sure they will be here. 

Mr. Gerpes. We usually appear when we are needed here. 

Senator Jackson. I think all interested parties probably will be 
present, for which I do not blame them. 

Senator Kucnen. Again, when I read this California Municipal 
Utilities resolution, which I do not need to reread, because you have 
seen it, I see their position with respect to the State study recon- 
mendations, is that it consider: 

1. The loads and resources of Federal and non-Federal and public and private 
agencies in both California and the Northwest. 

2. The advantages of an extra-high-voltage common-carrier interconnection. 

3. Means by which the Pacific Northwest can be fully protected in the event 
power marketed in California is later needed in the areas of Oregon. 

I think, generally speaking, the members of the committee under- 
stand No. 3 and the legislative questions that have been raised. Can 
you comment, Mr. Gerdes, on their second recommendation for study, 
“The advantages of an extra-high-voltage common-carrier intercon- 
nection?” What does that mean in laymen’s language, as contrasted 
to the kind of a line that you contemplate in your contract? 

Mr. Gerves. I think Mr. Dreyer, as an engineer, would be better 
qualified to answer that than I would. 
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Mr. Dreyer. What is called an extra-high-voltage line today is one 
operating at voltages considerably higher than anything that gen- 
erally has been used before. We have gone through that in the past. 
I think we were the first company ever to build for 220,000 volts. 
That was extra-high voltage for that day, but it is common today. 

What they call extra-high voltage today generally runs around 
345,000 to 460,000 or 480,000 volts. 

Senator Kucuex. As distinguished from 

Mr. Dreyer. 220,000, or thereabouts. We call it 220,000, others call 


; it 230,000. It is approximately the same class, and is quite common 


now; but it was very rare some years back. 

Mr. Gerves. May I ask Mr. Dreyer: A 350-kilovolt line will carry 
more power than, say, a 220? 

Mr. Dreyer. Oh, yes. 


Mr. Gerves. And, of course, it will cost a great deal more money, 


Mr. Dreyer. Yes. 

Mr. Gurves. So there is your economics, again. 

Senator Kucuex. Would it be, in your judgment, infeasible for the 
company to construct such a line ? 

Mr. Dreyer. We made a very thorough study of that a few years 
ago. I was chief engineer until the end of last year, so the study 
was made under my direction. 

Mr. Gerpes. I may say Mr. Dreyer was pensioned by the company, 
but we still keep him working all the time. 

Senator Jackson. He is now a consultant, I assume. 

Mr. Dreyer. We made such a study, having in mind a possibility 
of hydropower in the northern end of the State adequate to load up a 
380,000-volt line, and we could not justify it at that time. However, 
substation equipment has since come down in price. But at that time 
we made a very thorough investigation of stepping up to 380,000 
“ ao was all that was justified by the amount of power in- 
volved. 

Senator Kucuer. How do you mean, sir, the amount of power 
involved? The amount of power available ? 

Mr. Dreyer. No; the amount proposed to be made available and 
fnally transmitted over the line. To be specific, we had in mind 
developments on the Pit, McCloud, Trinity, and Feather Rivers. We 
made a decision at that time, looking towards the possibility of Oro- 
ville and our Pit-McCloud and Feather projects—the whole group. 
And we found it more economic to stay with 220,000 volts, largely 
because the project construction periods would extend over more than 
10 years. As Mr. Gerdes pointed out, it still will be 9 years before 
Oroville comes in. 

The fixed charges on the increased investment would be so great 
that we just could not then justify higher voltages. We were way in 
the hole by the time the line was fully loaded. ; 

We also found that with the equipment prices of that day, even 
after we loaded it up, the annual cost-benefit was just marginal over 
the cost of continuing at 220,000 volts. 

One reason for that is, you have established large 220,000-volt. net- 
works, both in the north and in the south. 

Senator Kucnen. In the north and south ? 
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Mr. Dreyer. In the Northwest, I should say, and throughout Cali. 
fornia. If you start a new extra-high-voltage line, of course, you 
have the very great costs of additional step-up and stepdown facili 
ties. You transform up a very large block of power from a 22. 
kilovolt system and then you have to step it down onto the 220-kilo. 
volt system in California when you use it. There is no one place that 
will use a million kilowatts just like that. You probably have to pro. 
vide extra facilities to step it down and then spread it out elsewhere 
to points of use. So you have additional costs for that. 

Mr. Gerves. Senator Kuchel, may I make one comment on that 
statement of the Municipal Utilities Association ? 

Senator Kucuet. Yes. 

Mr. Gerves. I am completely baffled by the statement. I say that 
for this reason—and I am repeating myself: For 15 years, there has 
been a very large quantity of dump power, of the quality that may 
be coming down from Bonneville, available in the Central Valley 
project, subject to the preference clause in favor of these very agencies, 
and not one kilowatt-hour was ever taken by them. They apparently 
want from the Northwest the same type of dump power that is pro- 
duced by the Central Valley project. Even on this plan that we have, 
where it gets a 250-mile free ride, Bonneville dump energy is going 
- cost 3 mills a kilowatt-hour down in the load center in northern Cali- 

ornia. 

So it is very difficult for me to understand their statement, unless 
what they are anxious to get is firm power. That may be a reasonable 
assumption, but it presents another problem. 

Senator Lusk. Mr. Gerdes, both in the resolution and in the letter 
of Governor Brown, the words “common carrier” are used in con- 
nection with this extra-high-voltage interconnection. Do you know 
what the significance of that is? 

Mr. Gerpes. All I know about it is what I have read in the news- 
papers. Nobody has ever come and consulted us about it. But what 
they apparently have in mind is that somebody, and they don’t say 
who, will put up whatever capital it takes to build a line from 
Bonneville to northern California, and even to southern California. 
Depending on where it goes, the line might cost from $50 to $100 
million. 

After the line is built, they assume that everybody in the area will 
then use that line to transmit power as they may need it. 

That assumption is not an accurate one. We have always built our 
own transmission lines to transmit our own power, and we intend to 
continue to do that. 

Senator Lusx. Would you refer to yourself as a common carrier! 

Mr. Gerves. We are not a common carrier. Proponents of the 
common carrier line apparently would have a line built by some kind 
of an agency that would say to all comers, “We will transmit your 
power for so much.” I don’t know how they would work it, but 
that is apparently the idea. 

Senator Kucuet. I do not know whether I understood what you 
had to say on one question. You say you have made an informal 
offer to the State government by which you would sell any portion 
of the power which you would carry over the transmission line con- 
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templated in this contract, as the State might desire to purchase it, at 
the cost to you, plus such transmission costs as might be included. 

Mr. Gerves. I made such an offer to Mr. Brody for the sale of 
power for use in the State water plan. I limited it to offpeak power. 
{in order to transmit this power over our system without any cost, we 
would sacrifice the peaking of our Pit River plant. So in order to 

keep even, we would have to deliver this power offpeak. I indicated 
} that we would be willing to deliver offpeak power for use of the 
State water plan up to the amount of power that we got from 
Bonneville. 

Senator Kucuen. On that basis? 

Mr. Gerpves. On that basis, which would be purchase cost plus our 
} incremental costs and transmission losses. 

Senator Kucuex. And that offer, as you contemplate it, would be 
an offer exclusively to the State and not to any other public agency? 

Mr. Gerves. That is right. 

Senator Kucuet. And your reason that you would make this dis- 
tinction is that with respect to all public agencies, in your opinion, 
the same-type of power generally available at the same time of year 
as the Bonneville power would be available, now can be purchased 
by public agencies from the Central Valley project? 

Mr. Gerpes. Large quantities of such surplus power have been 
generated at Central Valley in the past. I do not know about the 
availability at the present time. 

Senator Kucuen. Was I right? 

Mr. Grerves. Our offer is limited to the State. We have endeavored 
in the past in connection with the Central Valley project, and we have 
made similar offers to the State, to provide them with power on the 
basis of an integration of the total facilities of the area, providing 
them with power at the lowest possible cost. 

As a matter of fact, we have offered to sell the State offpeak power 
from our steamplants at incremental cost. That probably would be as 
cheap for the State to buy as to get this Bonneville power. That will 
depend on circumstances. 

Senator Kucuen. Mr. Gerdes, 9 years is a long way away, but with 
respect to that Oroville Dam, will the State produce the power at 
Oroville for purposes of pumping in the Feather River project? Is 
that the way that goes? 

Mr. Gerpes. Mr. Brody is here, who could answer that question 
much better than I. The State, as I understand it, will produce that 
power in such a way as to add the maximum power capacity it can 
to the area. The only way that the full value of that power can be 
realized is to deliver it into a large system. 

We have indicated a willingness to the State to work out an arrange- 
ment whereby we will exchange any power we receive from Oroville 
and deliver it to the various pumping plants in connection with the 
Feather River project. In these meetings the Southern California 
Edison Co., the Bureau of Power and Light of the City of Los Angeles, 
the Sacramento Municipal Utility District, the California Electric 
Power Co., and Pacific Gas & Electric Co. have participated. The 
whole thought has been that all of the major power-producing agencies 
of the area would integrate their facilities in such a way that power 
could be delivered at the lowest possible cost to the State water plan. 
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Is that a fair statement ? 

Mr. Dreyer. Yes. 

Senator Kucuen. I do not have any further questions. 

Senator Jackson. Very good. We appreciate having your state. 
ment, gentlemen, and should there be any need for further questions, 
I assume you will be available until we finish here. We have two mor 
witnesses. 

Mr. Gerves. We will, Mr. Chairman, and I wish to thank you and 
the other members of the committee for hearing us. 

Senator Jackson. Thank you very much. We appreciate having 
the benefit of your views. 

Our next witness is Mr. Ken Billington, executive secretary of the 
Washington State Public Utility Districts’ Association. 

The chairman of the full committee has received with a letter from 
Mr. Alex Radin, the manager of the American Public Power Associa- 
tion, a resolution entitled “Resolution No. 3, Pacific Northwest-Cali- 
fornia Intertie,” approved-this morning by the American Public Power 
Association in connection with their convention which is being held 
in the city this week. This will be included in the record at this point. 
If Mr. Billington wants to read it into the record, he may. 

Are you familiar with it ? 

Mr. Brutineton. Yes,Iam. If you wish, I can read it in. 

Senator Jackson. I do not think it is necessary to do that. It is 
available here to the members of the committee. It will be included 
at this point, together with the letter from Mr. Radin. 

(The letter and resolution referred to follow :) 


AMERICAN PUBLIC POWER ASSOCIATION, 
Washington, D.C., May 5, 1960. 
Senator JAMES E. Murray, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MurkAyY: As you know, the American Public Power Association, 
which represents more than 1,000 publicly owned local electric utilities, is hold- 
ing its annual convention in Washington, D.C., this week. Today the convention 
is considering resolutions in its regular business meeting. 

Delegates to the convention have just approved a resolution which I believe 
will be of special interest to you and members of the Senate Interior and Insular 
Affairs Committee in connection with your study of the proposed California 
intertie. I am enclosing a copy of the resolution for your information and | 
hope that you will have an opportunity to read it into the hearing record s0 
that other members of your committee may be aware of the association’s position 
on this matter. 

Sincerely, 
ALEX Rapin, General Manager. 


RESOLUTION No. 3—Pacrric NORTHWES?-CALIFORNIA INTERTIE 


Whereas the development of the hydroelectric resources of the Pacific North- 
west has necessarily resulted in the availability of a large quantity of surplus 
nonfirm power due to seasonal and annual variations on streamflows ; and 

Whereas the lack of an ample market for Northwest surplus power has re- 
sulted and will continue to result in an undesirable waste of low-cost energy and 
a serious economic loss to the regions ; and 

Whereas the Bonneville Power Administration has recommended a privately 
owned, low capacity intertie to the Pacific Gas & Blectric Co. system which would, 
as a, practical-matter, deny. the right of publicly owned agencies in California 
to purchase the low-cost power from the Bonneville system, and dispose of only 
a small amount of the total surplus energy going to waste in the Pacific Nortll- 
west ; and : . “¥ 

- Whereas California has retained a private engineering firm, and- the Pacific 
coast States are conducting an independent engineering and economic study of 2 





M 
nam 
Pub 
tion 
of 2 
the 

Pow 
Rive 


and 


tana 
sales 
vide 
time 
In at 


aqui 
at th 
repre 
ant @ 
Ou 
pend. 
such 


opini 


ion, 
old- 
tion 


eve 
ilar 
nia 
id I 
| so 
tion 


PACIFIC NORTHWEST (BONNEVILLE)-CALIFORNIA INTERTIE 61 


large capacity-extra high voltage, common carrier power intertie between the 
Pacific Northwest and California, which study will be completed in a few months ; 


and 
Whereas construction of an inadequate intertie could damage the economic 


growth of the Pacific coast States : Now, therefore, be it 

Resolved, That the American Public Power Association endorses the public 
construction of an interconnection between the Federal power systems of the 
Northwest and California which will be a common carrier of sufficient capacity 
and voltage to ensure obtaining the optimum benefits and, which, with respect to 
Federal power, will be operated so that the use of the line will be limited to 
the interchange of exportable surplus power for which there is no market in 
the region of origin during the period of export; and be it further 

Resolwed, That the association requests the appropriate committees of the 
Congress and the Secretary of the Interior to suspend any action on the proposal 
of the Bonneville Power Administration until the Congress has had an opportu- 
nity to review the study being conducted by the Pacific Coast States. 


Senator Jackson. Mr. Billington, you may proceed. 


STATEMENT OF KEN BILLINGTON, EXECUTIVE SECRETARY, 
WASHINGTON PUBLIC UTILITY DISTRICTS’ ASSOCIATION 


Mr. Brtineron. Mr. Chairman and members of the committee, my 
name is Ken Billington. I am executive secretary of the Washington 
Public Utility Districts’ Association of Seattle, Wash. The associa- 
tion is comprised of member public utility districts serving in excess 
of 236,000 electric customers in the State of Washington. Most of 
the power sold by these districts is purchased from the Bonneville 
Power Administration. However, several large main stem Columbia 
River hydroelectric projects are under construction by the PUD’s, 
and upon completion they will be producing large blocks of hydro- 
power in the Pacific Northwest. 

For both these reasons, we have a particular interest in any proposal 
whereby power is to be sold and transmitted for use outside of the 
Pacific Northwest States of Washington, Oregon, Idaho, and Mon- 
tana. As Bonneville customers, we desire to see any proper power 
sales consummated in line with the public interest, which will pro- 
vide additional income to the Bonneville Power Administration at a 
time it is operating with a temporary deficit. We are also interested 
in any regional intertie as prospective sellers of surplus power of our 
own generation. The concept of common carrier in this line is very 
important to us. 

Finally, we would review any proposal to sell power outside the 
region, to make certain that there is definite assurance that full right 
tosuch power would remain in the Pacific Northwest. 

We are acquainted with the proposal placed before this committee 
last year, whereby Bonneville was to sell power to the Pacific Gas & 
Electric Co., and by which such company would build, own, and con- 
trol, under a monopoly arrangement, a tieline to California. We are 
acquainted with the study made by Bonneville Power Administration 
it the direction of this committee, and participated in the study as 
representative of the Pacific Northwest Public Agencies, the consult- 
ant committee from the utilities. 

Our comments appear on page 29-A and 30-A of the report’s ap- 
pendix, and pages 61 to 64 in the committee print. Rather than repeat 
‘uch views here, we would merely summarize by saying that in our 
opinion, the Bonneville study is inadequate and not response to the 
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need for full evaluation of a tieline built in the best public interes 
without monopolization by a single or special utility interest. 

For example, one of the things that we cited in our comments was 
that no consideration was given in the Bonneville study to matters 
such as using California off-peak economy energy for import to the 
Northwest. 

Senator Kucuer. Will you comment on that a little bit? Yoy 
heard what Mr. Gerdes said. I would like to hear what you have to 
say. 

Mr. Briurneton. It would simply be, sir, that when you build a 
transmission line, it can be used both ways under certain conditions, 
Any time you tie two utility systems together you are going to have 
an automatic integration whereby the diversities between the two 
systems will always give you a gain or a benefit. And we certainly 
felt that in the consideration of a tieline of this type, you should take 
cognizance of the fact that there could be times in California when 
there is power surplus to their needs or capacity surplus to their needs 
which would augment or ‘complement the Pacific Northwest power 
resources. ) 

Senator Kucuer. Maybe there could. But do you agree that as of 
today the surplus energy in both regions occurs as the same period 
of time on the calendar? 

Mr. Brurneton. Not necessarily, sir, from this standpoint. You 
could have different types of water years. For example, in 1952 we 
had a brownout in the Pacific Northwest, because we had a very criti- 
cal water year. Had a tieline existed at that time, of sufficient 
capacity, we could have undoubtedly imported power from the south 
to the Pacific Northwest to save us from turning off our lights. 

Senator Kucner. What year was that ? 

Mr. BruzrneTon. 1952. 

Senator Kucnex. Excuse me for interrupting you. 

Mr. Brtirneton. Other matters which they failed, in our opinion, to 
consider in the study, were the exchange of peaking power between 
regions, which will carry even greater value than secondary energy, 
and term sales of temporary surplus power of no sales value in the 
Pacific Northwest. 

By that I mean this. Here today we are talking in terms of second- 
ary power. But when you go into a hydroelectric construction pro- 

m of the magnitude which we have in the Northwest, you build 
arge projects with large blocks of power coming on. 

e have at the present time built ourselves into a position of around 
400,000 kilowatts of surplus firm power. This will be, of course, of 
short duration. Within a few years it will be used up. But it 1s 
available now for temporary sale. : 

Again, I merely cite this to illustrate our view that the study which 
was made was so limited by being confined to only one type of power, 
namely, moving secondary power southward only, that it does not 
give us adequate answers on the whole problem of a regional intertie. 

We feel the findings by the regional solicitor in the report poses 
serious problems relative to the safeguarding of first rights to the 
power by the region of origin. We feel construction of any tieline 
under power sales contracts consummated prior to settlement of this 
matter is not right. .This problem is possible of solution, but in fair- 
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ness to all concerned it should be done prior to any contract for export 
of power from the Pacific Northwest region. 

We have listened with care to the proceedings of this hearing. We 
have considerable questions as to the need or desirability to consum- 
mate the sale of power to the Pacific Gas & Electric Co. as proposed. 
For example, and very briefly: As we listened this morning to the 
testimony given, it would appear to us that we are now going into a 
different policy, from the standpoint of the Bonneville Power Admin- 
istration, in the paying of wheeling costs; in other words, a different 
proposal of paying wheeling costs on power that is going to be taken 
outside of the service area. 

I think this question was raised by Senator Jackson, but I would 
repeat it, because we feel this is important. It has been presented 
here that the cost of this wheeling is going to be covered by Bonne- 
ville, by giving Copco power, which they term “dump power,” or 
waste power. Now, if Copco is purchasing secondary power at this 
time from Bonneville, and you reduce that. electric bill, so to speak, by 
giving them such power, there is naturally going to be a loss in revenue 
to Bonneville. 

So it is not quite correct in our opinion, at least at first glance as 
we listened to the testimony, to say this wheeling cost by being paid 
for by wastepower will be at no cost to the Bonneville Power Adminis- 
tration. 

Senator Kucnen. How has that been treated historically, Mr. Bill- 

ington? What. is your understanding of it? 
r. Burneton. This is rather a new concept, so there is no history 
as yet. 
: enator Kucurxt. I mean, how has that problem been treated in 
the past ? 

Mr. Brutrneton. Again, I don’t believe we have had this type of an 
arrangement before. 

Senator Kucugt. Is that so? 

I thought you said it had, this morning, Senator Jackson. 

Senator Jackson. No. It has not been done on this basis. 

Mr. Bittineton. They have ways of exchanging power for the pur- 
pose of wheeling, over non-Federal lines, to customers located inside 
of the Bonneville service area. But now we are talking in terms of 
paying wheeling costs for the purpose of taking power outside of our 
area. In doing this—and again, I have not studied this through; I 
merely listened to the testimony, and it. raised this question in my mind. 

The difference is that the wheeling costs will be paid by Bonneville 
by using waste or dump power that is wasted at the present time, but 
which will replace secondary power now being sell Therefore, it 
lsgoing to cost someone something. 

Senator Kucuen. I wonder if the chairman would leave this present 
day’s hearing record open so that Mr. Billington might comment in 
writing on that problem. 

Senator Jackson. Certainly, and the Chair has also asked the Bon- 
neville people, the Department of Interior people, to supply an answer 
to the question of whether there would be in effect a reduction in the 
net Bonneville income as a result of this arrangement. 

Mr. Bruzaneton. That is right. 

Mr. Gerpes. I can throw light on that. 
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Senator Jackson. Mr. Gerdes? 

Come forward. 

Mr. Gerves. Mr. Chairman, Pacific Gas & Electric Co. has indicated 
to Copco that they will by the surplus power that is delivered to them 
for wheeling. Therefore, there will not be any diminution in Copco’s 
consumption of the Bonneville surplus power. 

Mr. Bruurneron. I would have to say, and again, not to argue here 
as regards this, there certainly would be a question unless such arrange- 
ments were in the contractual arrangement. Just to agree does not 
guarantee; and I am speaking now in behalf of those utilities that are 
paying the costs of the Bonneville Power Administration. We are 
looking for income to help. 

(Mr. Billington subsequently submitted the following communica- 
tion in response to Senator Kuchel’s suggestion :) 

May 6, 1960. 


Deak SENATOR JACKSON. When I testified before the Interior and Insular 
Affairs Committee on May 5, 1960, relative to the proposed contract for sale of 
power by the Bonneville Power Administration to the Pacific Gas & Electric Co,, 
I raised the question that testimony submitted by the Department of Interior's 
representative and the company’s representative was not completely correct. 
This was to the effect that the wheeling costs to be paid by Bonneville to the 
California-Oregon Power Co. for wheeling the power from Yamsey, Oreg., to the 
California border for delivery to P.G. & E. by being paid for through giving 
so-called waste power to Copco would not affect the anticipated income from 
sale of power to Bonneville Power over the tieline. 

Senator Kuchel asked that I comment on this in writing. Here is what I 
meant. Pacific Gas & Electric is testifying that they can only use a definite 
limited amount of this type secondary power. They also testify that they will 
take the secondary power given to Copco by Bonneville to pay wheeling costs, 
off the hands of Copco by purchase of it. 

I believe Copeo is now buying secondary power from Bonneville. Now if 
Pacific Gas usage is limited, then the power given to Copco to cover wheeling costs 
unless taken into the Pacific system will displace secondary power normally 
purchased by Copco, or if taken by Pacific will displace power which until now 
has been purchased by Pacific Gas. Thus, there is a sales loss to Bonneville 
and the contention that “since this power being used by Bonneville to pay wheel- 
ing cost is ‘waste’ power, there is no net loss to Bonneville” is not completely 
factual when it is carried through to complete application. 

KEN BILLINeTON, 

Mr. Buurneton. This morning, other testimony raised this ques- 
tion: Will power be offered for sale within the Pacific Northwest on 
the same rate basis as that being proposed for Pacific Gas & Electric! 
What I mean is this: As I understood the presentation, it was to be 
sold on the kilowatt-year basis, but adjusted to a kilowatt-month or 
kilowatt-day arrangement. In other words, it is referred to as the 
$17.50 rate, or 2 mills at 100 percent load factor. I think the pre- 
vious witness stated it as 90 percent, which would be 2.1 mills at 
the border between Oregon and California. 

We have systems in the Pacific Northwest that could use secondary 
power for the purpose of filling reservoirs. For example, the ques- 
tion that is raised, and which I feel would have to be answered, 1s 
whether or not Bonneville is going to extend this type of rate to the 
Pacific Northwest utilities. Is Puget Power, Seattle City Light, 
Chelan PUD, or Cowlitz PUD going to have the same right of using 
a kilowatt-year rate on an adjusted time basis, whereby they can secure 
a 2-mill rate rather than the 2.5-mill rate which they now pay for 
dump power for the purpose of filling reservoirs ? 





custe 
the | 


PACIFIC NORTHWEST (BONNEVILLE)-CALIFORNIA INTERTIE 65 


Senator Jackson. These are good questions you have posed, and 
maybe Mr. Dubrow could provide an answer. 

Mr. Dusrow. Mr. Chairman, I am sorry I did not make that point 
implicitly clear. We are not proposing to sell this power to Pacific 
Gas & Electric Co. at any new rate. This C-4 rate was established 
on March 1, 1946. It is a published rate; it has been approved by 
the Federal Power Commission; it has been in effect ever since 
that date. As a matter of fact, it is the rate under which a number 
of the utilities in our area take this power now. 

Iam sorry I did not make that clear. 

Senator JAcKson. But in response to Mr. Billington’s question, your 
response is in the affirmative, that if these utilities that do have hydro 
systems are desirous of filling up their reservoirs at appropriate times, 
they could get power for such purposes ? 

Mr. Dusrow. That is correct. 

Senator Jackson. On the same basis as is being proposed here? 

Mr. Duprow. Our rates are nondiscriminatory, by definition. They 
are established for all classes of customers. 

Senator Jackson. Thank you. I am sorry to have interrupted. 

Mr. Buuineton. That is all right. I think these questions will 
lead to the request I am going to make to the committee. 

This morning’s discussion also referred to the need or possible 
need of amending the preference clause. This, to us—and I wish 
this for the record purpose only—would be disturbing. The defini- 
tion of “service areas” is one thing. The amendment of the preference 
clause would be another. Certainly, we feel that in any consideration 
of securing some method to protect the first rights to all power to 
the region of origin, we must exercise extreme care as to what we 
tamper with. 

Senator Kucuet. What was your understanding of the recom- 
mendation that the preference clause be changed, Mr. Billington? 

Mr. Brurneton. The understanding on it, Senator, is simply that 
we would oppose very strenuously an amendment to the preference 
clause. We view that as a basic, fundamental concept or principle 
in power sales by the Federal Government. 

Senator Kucuex. I ask though, who made such a recommendation ? 

Mr. Brturneron. In the discussion here this morning, sir, the tend- 
enecy was to tend toward a possible amendment of the preference 
clause whereby the California utilities would be eliminated from such 
status. 

Senator Kucue. California 

Mr. Brntaneron. Publicly owned utilities would be eliminated from 
preference status. 

Senator Jackson. Preferred customers in California 

Senator Kucuen. Will you refresh my memory a little bit on this? 

Mr. Brtineton. It was during the discussion, I believe, as regards 
the question you raised regarding this solicitor’s opinion 

Senator Jackson. I think there may have been a misunderstanding. 
What.I had understood or what was in my mind, to speak only of 
myself, is the question of extending the service area to preferred 
customers outside the area. I for one would not want to change 
the preference clause but only the extent to which preferred cus- 
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tomers outside of the marketing area would be eligible to come 
within the provisions of the Bonneville act. 

Senator Kucnex. I agree with what you said. 

Senator Jackson. There may have been a misunderstanding. 

Mr. Buuineton. That is right. I did not put this in the position 
of someone making a recommendation, Senator. Perhaps I did not 
make it clear to you. I was merely trying to establish for the record 
purposes that the tendency of some parties in discussing this regional 
protection has been that we must amend the preference clause in 
order to handle the situation of territorial or regional distinction, 
And we merely wish to make the recommendation that it not be 
approached from the standpoint of a preference clause amendment 
but from a specific territorial distinction. For example, in our— 

Senator Kucuet. Which was along the lines that I suggested. We 
in California have agreed to—— 

Mr. Biturneron. That is right. We have been given repeated as- 
surances from California’ along that line. Yes, sir. 

Senator Kucue:. But further than that your apprehension was 
that there might be other types of amendment and you wanted this 
record to indicate the protection which ought to be afforded to your 
area by law, that the preference clause not be changed? 

Mr. Bruurneron. That is right. 

Senator Jackson. Well, I think there is just a misunderstanding. 

Mr. Briuineron. The purpose of my statement was to make the 
record clear as to what we favor. 

Senator Jackson. Right. 

Mr. Biiurneron. I believe I can conclude in this manner: One of 
the questions which has been raised in our minds relative to this 
proposal can simply be stated as follows: Does this tieline produce 
a cream-skimming arrangement which will restrict instead of make 
possible the fullest possible sale of wasted power from either region! 

Now I am speaking on the basis or assumption that we can seek 
and obtain methods or law for the full protection to the right for 
such power to the region of origin. On that basis, we are concerned 
that a line built in this capaeity or in this manner would take off the 
upper portion of the feasibility or financial feasibility of any tieline 
arrangement between these two regions and thereby defeat the possi- 
bility of having a more adequate tieline. From there the next step 
would an Does it secure or deny more revenue to Bonneville by sale of 
power ? 

We are not sure that the urgency being expressed by the proponents 
in this matter is too important. It would be unwise to rush into an 
arrangement before all factors are evaluated. 

We certainly are interested in a more comprehensive study and on 
that basis are awaiting the one which is being made by the States 
consultant. We would appreciate an opportunity to study in detail 
the transcript of this hearing and the ola that was presented this 
morning in order to submit more specific views thereon for the record 
and your information. ; 

Senator Jackson. Well, the Chair agrees wholeheartedly with the 
question. The Chair indicated at the outset that the purpose of the 
hearing is to make.the record, get the facts, the facts as best we cal 
obtain them and make them available to the appropriate organiza- 
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tions within the Bonneville service area and in addition to the State 
of California. 

I think we have arranged as soon as possible to have copies of the 
transcript available so that all interested parties may have an oppor- 
tunity to review the record. 

Mr. Lineweaver. We will have the transcript available tomorrow 
and we would like to have them corrected, but I think we ought to 
have this hearing printed after the various witnesses have had an 
opportunity to review the questions, 

Senator Jackson. Let us put a deadline on that and see if they 
can’t have all the corrections in sometime the middle of next week. 

Mr. Lineweaver. The first of next week. 

Senator Jackson. So they can be sent to the printer and printed 
copies be available. 

Judge, any questions? 

Senator Lusk. I have no questions. 

Senator Jackson. Do you have any further comments, Mr. Billing- 
ton? 

Mr. Brrtrneton. No, thank you. 

Senator Jackson. All right, sir. Thank you very much. We ap- 
preciate having your statement. 

Our next and last witness is Mr. Gus Norwood, manager of the 
Northwest Public Power Association, Vancouver, Wash. 


STATEMENT OF GUS NORWOOD, EXECUTIVE SECRETARY, NORTH- 
WEST PUBLIC POWER ASSOCIATION, VANCOUVER, WASH. 


Mr. Norwoop. Mr. Chairman and members of the committee, my 
name is Gus Norwood. For the past 12 years I have served as executive 
secretary of the Northwest Public Power Association comprising 114 
consumer-owned electric distribution systems in Alaska, Montana, 
Idaho, Oregon, and Washington. 

Our systems provide electric service to about 2 million people. 
These systems own about $1 billion of electric utility plant, and have 
thalf-billion-dollar expansion program. 

Last year our systems paid about $27 million into the U.S. Treasury 
for electricity purchased from Federal hydroelectric power projects. 
Since the Bonneville Power Administration was established we have 
paid over $200 million to that agency for power from Federal dams. 

Our systems are greatly concerned not only as to power supply but 
also as to the rates which Bonneville must pay. The current deficit, 
for example, holds out the possibility to us of rate increases on the 
order of 10 to 20 percent because of the manner in which the Bonne- 
ville Power Administration is being operated today. 

Mr. Chairman, I would like to submit my five-page written state- 
ment for the record. 

Senator Jackson. It will be included in the record at this point. 

(The statement referred to follows :) 


PREPARED STATEMENT OF GUS Norwoop, EXECUTIVE SECRETARY, NORTHWEST PUBLIC 
PowER ASSOCIATION 


Mr. Chairman and members of the committee, my name is Gus Norwood. For 
the past 12 years I have served as executive secretary of the Northwest Public 
Power Association comprising 114 consumer-owned electric distribution systems 
i Alaska, Montana, Idaho, Oregon, and Washington. 
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Our systems provide electric service to about 2 million people. These systems 
own about $1 billion of electric utility plant and have a_ half-billion-dollar 
expansion program. 

Our oldest system, McMinnville, Qreg., began operations in 1889 or 71 years 
ago. Our largest system, Seattle City Light, serves three-quarters of a million 
people and operates a quarter billion dollar utility. But most of our systems 
are small. They are predominantly rural. 

Last year our systems paid about $27 million into the U.S. Treasury for elec. 
tricity purchased from Federal hydroelectric power projects. Since the Bonne. 
ville Power Administration was established we have paid over $200 million to 
that agency for power from Federal dams. 

We are basically retail outlets for the power which the Federal Government 
sells to us at wholesale. This is a business contractual relationship of whole- 
saler-retailer. 

We have a large stake in the success of the Bonneville Power Administration 
and we are interested in any means such as construction of an intertie with the 
Central Valley project which can improve the financial results and operating 
accomplishments of the U.S. Columbia River power system. We know that if 
the Bonneville operation is not soon placed on a sound business basis that our 
systems are facing a rate increase on December 20, 1964. So we are strongly 
in favor of getting our house in order. 

We are grateful to this committee for its keen interest in our problems and 
our efforts to provide good electric service. 

We appreciate your kindness in the hearings of February and April 1959 which 
led to the committee resolution directing the Secretary of the Interior to restudy 
the possibility of a high voltage interconnection between the Federal power 
systems north and south of the California-Oregon boundary. 


RECOMMENDATION 


We respectfully recommend that the Committee on Interior and Insular Affairs 
adopt a further resolution requesting that the Secretary of the Interior defer 
action on any proposed contract with Pacific Gas & Electric until the committee 
has had an opportunity to review the studies now being conducted by the west 
coast States and particularly by California. 

This recommendation is based on a resolution adopted at the 20th annual 
membership meeting of the Northwest Public Power Association at Eugene, Oreg., 
April 7, 1960, and which reads as follows: 

“Resolved, That we urge the Department of the Interior to defer action on its 
California intertie report until Congress has had an opportunity to review the 
study now being prepared by the three Pacific Coast States.” 

Our second recommendation also is already published in the “Appendix of 
Comments” at pages 26a, 27a, and 28a of the intertie report as submitted to your 
committee February 17, 1960. 

We recommend that no line, Federal or non-Federal, be authorized until the 
Bonneville Act is amended to establish the Oregon-California line as the boundary 
of the Bonneville service area and also limiting any interregional intertie to 
exportable surplus power. At page 28a we submit a rough draft of an amend- 
ment of the Bonneville Act to accomplish this. 


INTERTIE REPORT NOT RESPONSIVE 


We thought the Interior Committee resolution was sufficiently clear and ex- 
plicit in its mandatory order and directive to the Secretary of the Interior to 
report to the Congress on an interconnection between these two Federal systems 
in which the Congress has invested some $21 billion. 

Specifically the Interior Committee resolution of May 19, 1959, requested the 
Secretary of the Interior to have prepared “a study and analysis of the feasibility 
and desirability of a high-voltage interconnection for disposal of surplus secon- 
dary energy between the Federal power systems in the Pacific Northwest and 
California and report to the Congress thereon * * *.” [Emphasis supplied.] 

Instead the Secretary has recommended a Pacific Gas & Electric Co. owned 
and controlled transmission line. The Secretary would expose the Pacific North- 
west to the domination of the Pacific Gas & Electric Co. The Secretary’s study 
would jeopardize the financial integrity, operational control, and the business 
security of the Federal Government’s $214 billion investment by permitting the 
huge Pacific Gas & Electric system to command the mountain pass—the avenue 
of interchange between these two Federal systems. 
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This control would place Pacific Gas & Electric in the strategic position of 
levying a tollgate charge on Federal power coming and going between these two 
Federal systems. 

No prudent businessman would do this. 

In addition a Pacific Gas & Electric transmission line would also place non- 
Federal generating utilities of the Pacific Northwest at a disadvantage and sub- 
ject to the domination of Pacific Gas & Electric. Since our city and public utility 
district systems will soon have about 4 million kilowatts of generating capacity, 
they are very much interested in the possibilities of common carrier and exchange 
transmission service to and from potential power systems in California. 


THE MONOPOLY ISSUE IS PARAMOUNT 


The chief theme which we find it necessary to develop in our testimony is the 
issue of monopoly. This point has been neglected. 

Transmission lines are the key to control of power systems. <A relatively small 
investment for a line between these two large Federal power systems can be a tool 
whose control far exceeds in importance the money involved. It would give great 
leverage to Pacific Gas & Electric. 

What is Pacific Gas & Electric? It is the largest electric utility corporation in 
the United States. It represents the merger and consolidation of 520 different 
utility systems. 

As long ago as 1906 in the James River veto message President Theodore 
Roosevelt warned of the danger of an electric power monopoly in these words: 

“The great corporations are acting with foresight, singleness of purpose, and 
vigor to control the waterpower of this country * * *. I esteem it my duty to use 
every endeavor to prevent this growing monopoly, the most threatening which 
has ever appeared, from being fastened upon the people of this Nation.” 

Forty-nine years later in 1955 another prominent Republican, the late Senator 
William Langer, issued an interim report of the staff of the Antitrust and 
Monopoly Subcommittee of the Senate Committee on the Judiciary. 

This report concluded by warning of a third wave of power monopoly in these 
words : 

“* * * this Nation is now in the grip of the third great merger movement to 
sweep the country. The first two ended in disaster. If we are to learn anything 
from history, we must prevent a third debacle. 

“In the light of the foregoing and in order to come to grips with this problem, 
the Congress badly needs to be informed. The committee, therefore, recom- 
mends that— 

“1, The Dixon-Yates contract, which was entered into under circumstances that 
denied the possibility of competition, is a dramatic manifestation of the new 
monopoly movement, and is against the public interest. We reiterate our previous 
recommendations that this contract be withdrawn pending further investigation 
and action by Congress. 

“2. The present investigation into monopoly in the power industry should be 
continued and broadened and deepened, so that the Congress may be fully in- 
formed as to the extent of monopolistic abuses which threaten a repetition of the 
Insull-Hopson scandal. 

‘3. A full-scale investigation be undertaken into the growth of monopoly, its 
Withering effects upon the small business of this country, and its effect upon our 
free competitive economy. 

“Many years have passed since the enactment of our original antitrust laws. 
Many diverse opinions of the courts, the passage of time, and the changing eco- 
nomic scene, make it most important that the structure of our antitrust laws be 
reexamined. 

“The danger to the country from monopoly run wild is written in large letters 
across the recent economic and political history of this Nation. The committee 
therefore feels that it cannot overstate the imperative necessity for the Congress 
to deal with this issue immediately.” 

Later in 1955 the Chudoff subcommittee of the House Government Operations 
Committee investigated a situation in southern Idaho involving changes in 
powerline regulations of the Interior Department when granting permits for 
private transmission lines to cross public lands. 

The Chudoff committee determined that the changes were made by the Interior 
Department at the request of the Pacific Gas & Electric Co. 

This was a clear cut case of P. G. & E. influence in the Pacific Northwest. 

On June 7, 1956 the Chudoff committee issued its House Report No. 2279 en- 
titled “Effect of Department of Interior and REA Policies on Public Power Pref- 
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erence Customers,” which devotes pages 115 to 159 to the activities of the 
P. G. & E. and the Pacific Northwest situation. 

The undue influence of the Pacific Gas & Electric Co. is apparent in any 
listing of merely the more important favors which have been extended to that 
firm by the Federal Government. These are: 

1. During 1953 the Secretary of the Interior ordered BPA to sell the right-of- 
way and construction materials for the Yamsay-Klamath Falls 230,000-volt trans- 
mission line, which was then under construction, to the California-Oregon 
Power Co. This effectively killed or postponed the threat to P. G. & E. of any 
Federal transmission intertie between the U.S. Columbia River power system 
and the Central Valley project. 

2. The August 11, 1954, repeal by the Secretary of the Interior of the regula- 
tions relating to powerlines crossing public lands, which required wheeling privy- 
ileges for Federal power to serve Federal loads. This action was highly favor- 
able to P. G. & E. and adopted verbatim the revised language as submitted by 
P. G. & E. This action was and ‘still is very detrimental to consumer owned 
systems and to the Federal Government. 

3. The July 12, 1955 recommendation of the Secretary of the Interior for 
the Trinity partnership scheme. 

4. Withholding of CVP power from preference customers in central and north- 
ern California (Roseville and others). (See H. Rept. No. 218 of Mar. 25, 1957, 
by House Committee on Government Operations.) Thus these cities were 
forced to buy power from P. G. & E. at higher rates. 

5. Fast tax writeoffs due to accelerated amortization and liberalized deprecia- 
tion which resulted in Federal corporate income tax losses to the U.S. Treasury 
as of December 31, 1958, totaling $52,396,096, an increase of $9,802,753 for that 
calendar year. 

6. And now the Secretary of the Interior wants P. G. & E. to own and con- 
trol this intertie. 

BONNEVILLE ACT PROHIBITS MONOPOLY 


The position of the Secretary of the Interior would be easier to understand if 
he were not the trusted administrator of the Bonneville Act. 

Section 2(b) of the Bonneville Project Act of 1937 directs the Administrator 
(Secretary of the Interior) to build transmission lines in order to prevent 
monopolization by limited groups. 

This is the basic authority for building transmission lines. It also specifically 
authorizes transmission lines for interconnecting with other Federal projects. 

Section 2(b) reads as follows: 

“(b) In order to encourage the widest possible use of all electric energy 
that can be generated and marketed and to provide reasonable outlets therefor, 
and to prevent the monopolization thereof by limited groups, the Administra- 
tor is authorized and directed to provide, construct, operate, maintain, and im- 
prove such electric transmission lines and substations, and facilities and struc- 
tures appurtenant thereto, as he finds necessary, desirable, or appropriate for 
the purpose of transmitting electric energy, available for sale, from the Bonne- 
ville project to existing and potential markets, and, for the purpose of inter- 
change of electric energy, to interconnect the Bonneville project with other 
Federal projects and publicly owned power systems now or hereafter con- 
structed.” [Emphasis supplied. ] 


P.G. & E. MOVES INTO NORTHWEST WITH MAJOR GAS LINE 


Recent news stories report that P.G. & E. is proposing to build a natural gas 
main 1,400 miles across the Pacific Northwest to obtain Alberta gas from a 
wholly owned subsidiary in Canada. 


MANY QUESTIONS UNANSWERED 


Many other questions and issues raised by the Senate Interior Committee reso- 
lution of May 19, 1959, remain unanswered. The resolution asked for a study 
of all loads and all resources in both regions. The Interior Department study 
omitted many loads and resources which we hope the State study will illuminate. 

Our letter of comments at pages 26a and 27a also points out the unorthodox 
use of ecenomic criteria and methods of evaluation which would apply in the case 
of a private utility line as against standard Federal procedures. 
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CONCLUSION 


For these reasons in part we urge the Committe on Interior and Insular Af- 
fairs to adopt a further resolution asking that the Secretary defer action in 
this matter until the committee has received the State report and has had a 
© full and fair opporunity of determining what course of action will be in the 
best public interest. 

In our view this should be a public line. 

Thank you. 


Senator Jackson. Do you wish to summarize your remarks? You 
may proceed in any way you desire, Mr. Norwood. 

Mr. Norwoop. Both in our written statement and in the comments 
which we submitted in letter form at the end of the Bonneville report 
which was submitted by the Secretary of Interior, those comments 
appear at. pages 59 and 60 of the committee print of May 3, we point 
out that the report is not fully responsive to the request of the Senate 
Interior Committee. The committee particularly asked for a de- 
termination of feasibility of an intertie between the two Federal 
systems; Central Valley project and the U.S. Columbia River power 
system. Instead, the department has submitted a report for inter- 
connecting the Pacific Gas & Electric Co. system and the U.S. Colum- 
bia River power system. 

Secondly, the report is not responsive because in conducting its 
study the Department deviated from standard procedures for making 
economic evaluations of Federal Power facilities and used instead 
private utility criteria only. This omits many of the kinds of benefits 
which would be given consideration if a Federal facility were studied. 
For example, the study overlooks completely, despite the committee’s 
resolution, the national defense aspects of this line. That was one 
» of the many areas which was omitted from the report as submitted. 
Turning to the testimony submitted here today, I would like to 
p develop about eight points. 

The first, new, additional point on the lack of responsiveness is in 
connection with the discussion of loads and resources. The com- 
mittee’s resolution asked for an analysis of all loads and all resources 
inboth regions. I hope the forthcoming State report will be digestive 
on this subject. But I would like to throw in one example of a 
situation before this committee, which is overlooked, for example, in 
this report. 

The problem of filing Glen Canyon Dam, some 26 million acre-feet 
of storage, will result in a considerable curtailment of power genera- 
tion in the lower Colorado River, Hoover Dam, Parker Dam, and 
Davis Dam. This apparently will total some 14 billion kilowatt- 
ours of energy loss during that filling period from perhaps 1964 to 
1967, a period when even the largest kind of a transmission line could 
bein place. A large size California intertie could be of tremendous 
benefit to central and southern California during the kind of a crisis 
period which could develop while the Glen Canyon project is being 
filled. There are additional storage projects on the Sotuae under 
tonstruction, which will also have to be filled, and which will also 
diminish the value of the lower Colorado hydroelectric projects. 

Senator Jackson. Mr. Norwood, right at that point, could we do 


hat? I mean on a firm basis? At the same time protect our own 
ustomers ? 
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Mr. Norwoop. The answer to your question is “No,” because you 
have the word “firm” in there. It does not have to be on a firm basis, 
The storage capacity of Hoover Dam is approximately 27 million acre- 
feet of storage. At any time our dump power can be transmitted 
south; Hoover Dam generation can back away and the storage capac- 
ity can be saved. So this would be strictly on a dump-power basis 
and this is the only basis in terms of which we discuss this line. 

Senator Jackson. You say that it could be done on a secondary 
dump basis ? 

Mr. Norwoop. Yes, sir. 

The chief device which enables us to convert dump power into firm 
power and peaking power is storage. The Shasta Dam Reservoir and 
the Hoover Dam Reservoir are the kinds of storage facilities which en- 
able to use them as storage batteries for putting in dump power and 
getting out peaking power or firm power. This is a very profitable 
arrangement. 

I like to think of peaking power being worth generally about four 
times as much as dump power and firm power about in the middle. So, 
when you can put dump power into a reservoir and get peaking power 
out of it, you have a very attractive business proposition. 

The second area in which this report is not responsive is, as Mr. 
Billington pointed out, in connection with northbound power. And 
the contract draft which was printed omits particularly the conditions 
under which northbound power would be made available, for example, 
in a critical water year in the Pacific Northwest. We had a critical 
water year in the Pacific Northwest in 1948. In that same year Cali- 
fornia had its greatest power shortage. Mr. Ben Creim, at that time 
the Regional Director of the Bureau of Reclamation at Sacramento, 
addressed our convention at Port Angeles. He told us that with the 
California intertie, these two regions, both of which had power short- 
ages that vear, would have come out with practically no shortage if 
the power would have been sent southward in the early part of the 
year, and would have been sent northward in the late fall and Christ- 
mas when we had our Northwest curtailment. 

Thirdly, the report does not give adequate consideration to the value 
to both systems in reducing the necessity for reserve capacity. A small 
electrical system must normally have about 15 percent reserve capacity. 

A large system can get by with as little perhaps as 5 percent. Ob- 
viously, an intertie of large size would ri = both regions to operate 
on the basis of having less reserve or idle generating capacity for tak- 
ing care of load growth. This point I think needs particular em- 
phasis because in the Pacific Northwest we have learned the lesson that 
through power pooling operations we can carry approximately 20 per- 
want more load than we could if we did not operate on a power pool 

asis. 

For example, with about 6 million kilowatts of capacity, a point 
we reached 3 or 4 years ago, we could carry an additional 1,200,000 
kilowatts of load by virtue of the existence of the power pool. This 
kind of a major transmission line could enable both regions to obtail 
many of the benefits of power pooling which I will not enumerate 
here. 

My fourth point is made in more detail in my testimony and I vill 
not dwell on it at length. I point out the monopoly problems raised 
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by this line and particularly the fact that it would bring closer to 
the Pacific Northwest the largest private utility in the world. Pacific 
(jas & Electric Co. represents the consolidation of what at. one time 
was 520 separate independent enterprises. It is a tremendous com- 
pany. It 1s the most powerful private utility in the world. And 
yet, through this proposed contract, it would be placed in charge of 
the basic interconnection between these two big Federal systems in 
which the Federal Government has an investment of about $214 
billion. This Federal investment could very well be doubled in the 
next 10 to 15 years. The cost of the transmission line between these 
two large Federal power systems is relatively small compared with 
the risk which the Government has if that pipeline between the two 
systems were to be controlled by some enterprise that is not friendly 
to the Federal power program. 

Pacific Gas & Electric Co. certainly is not friendly to the Federal 
power program. It has fought it every inch of the way. There 
are other monopoly problems raised, for example, if you permit them 
to build a line of insufficient capacity. Building a 230,000-volt trans- 
mission line would require the same size right-of-way roughly. You 
would have to invest roughly the same amount of money in structures 
as you would in a line of 345,000 or even 460,000 volts. The main 
incremental costs for a high-voltage line are additional insulation, 
heavier conductor, more substation costs; but generally we figure that 
you can get double capacity for about 35 percent more cost. 

Therefore, the committee should consider very seriously, when the 
State report comes in, whether the slight additional incremental cost 
of a high-voltage transmission line might not be worth the addi- 
tional investment and enable us to carry more power over the same 
right-of-way. There is a real danger, as we have found out many 
times in congressional hearings before, that once a small utility line 
isconstructed any effort that is then made to build a second line will 
be described as duplication. I fear that would happen in this case. 
Ifa small private utility line were built, it would be extremely dif- 
= for a second line to be built by the Federal Government after 
that. 

Another aspect of this monopoly problem is that the first line would 
skim the cream of the opportunities which its operation would pro- 
vide. And the second line would be in a skim milk situation and 
because of that the second line might not have adequate feasibility. 
We would urge that the right line be built to begin with. 

Digressing for a minute, I would like to say just a word about this 
(uestion which was raised about. whether the $1,800,000 a year is 
net income to Bonneville. 

I want to second Mr. Billington’s point that basically it is not. 
Whether the dump power which would be paid to the California- 
Oregon Power Co. as a wheeling charge for getting the power from 
Yamsay to the California-Oregon border, whether that dump power 
is absorbed by Copco or whether it is resold to Pacific Gas & Elec- 
tre Co., in both cases, it would diminish the revenue opportunity 
to Bonneville that would otherwise exist. 

Let me take these two cases separately. In the first case, if 
Copeo got this power for wheeling then it would not be in the 
market to pay the same dump power from Bonneville as it does at 
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the present time. I think this point is clear. In the second case, if 
Copco sold this dump power to the Pacific Gas & Electric (Co, F 
then obviously the Pacific Gas & Electric Co. would require trans. 
mission capacity to take that dump power to some place where it 
can use it, and to the extent that it is using its transmission capaciy 
for handling that particular block of dump power it would take 
less other dump power over the California intertie which we are 
talking about. 

So my answer to the suggestion that has been made here in the fF 
Secretary’s testimony this morning, that this is on a net. basis, is that 
we completely disagree with it. It is going to have to be reduced by the F 
value of the dump power which would have to be paid to Copco F 
regardless of what Copco does with the dump power after that, 
Just roughly, I would say it would reduce this net figure of 138 
million by about 10 percent. 

My fifth point relates to the legal aspects which were discussed 
here this morning. We raised this question in this way: When 
the Montana Power Co. testified on the regional corporation bill, 
the president of that company pointed out that Hungry Horse Dam 
power is sometimes used by the Montana Power Co. as far east as 
Billings. We contended to the regional solicitor that if Hungry 
Horse Dam power, which comes under the marketing administration 
of the Bonneville Power Administration, goes as far east as Bill- 
ings, that legally the Bonneville Act goes along with it. If a pri- 
vate utility can use that power in Billings, the cooperative just 
outside the city limits of Billings has a legal right as a preference 
customer to use Bonneville power. 

This is a significant question in the Billings area, because Bonne- 
ville power costs about half as much as other alternative power in 
that area. 

So this question is up in Montana and we insisted to the solicitor 
that it is obviously raised in connection with the California intertie. 
The problem exists whether this is a Federal line or a Pacific Gas 
& Electric line. There is nothing for example, to prevent the State 
of California or the Sacramento Municipal Utility District, on the 
next day after this contract is signed, fratn filing a condemnation 
suit condemning the contract, takmg it over, condemning the trans- 
mission lines and taking them over and asserting its preference 
rights to obtain the power at the Oregon border just like any other 
Bonneville customer. 

We are very hesitant to raise this kind of question because we do 
not want to appear to be antagonistic to the preference customers 
in California in any way. However, we have submitted a draft of 
a possible amendment to take care of this problem. It appears 
the committee print of May 3, at page 60. 

At the time we drafted this proposed amendment of section 2 of 
the Bonneville Act about a year ago we did it having in mind the 
possibility of a Federal transmission line. That wording could be 
changed very easily. We then continued in our amendment to d0 
basically two things: One is to set the boundary between the two 
marketing areas of the Central Valley project. and the U.S. Columbia 
River power system at the California-Oregon boundary. 
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Of course, the preference clause would apply in both areas within 

the marketing jurisdiction of the two Federal power marketing agen- 
cies. The second thing we do here is limit the line to the transmis- 
sion of dump power within the discretion of the administrator, both 
ways. 
: would like to emphasize this because this has not been brought 
out in the testimony so far. This amendment would protect Cali- 
fornia as well as the Pacific Northwest. It would insure that Cali- 
fornia has first use of its own resources just as it would insure that 
the Pacific Northwest would have the right of first refusal on its own 
power supply. The transmission line would be limited to power 
which is surplus at any minute in either region. 

The point has been made that this problem can be taken care of 
by contract provision. I would raise serious questions about such 
a contract provision because basically I think it would be against 
the public interest for a public utility to enter into a contract which 
would guarantee that it would refuse to act as a common carrier. 
There are bills before this Congress such as the Burdick bill and 
others, which require that utilities be required to act as common 
carriers. 

This principle is long recognized in utility law. It is a universally 
approved principle in the railroad field. I think it is coming very 
soon in the electric utility field as well. 

My sixth point has to do with the implied incentives behind the 
urgent necessity for building this line. The first incentive is that all 
this power is going to waste as if this was an act of God. We do have 
a huge surplus of power in the Pacific Northwest, partly because 
of the depression, partly because of the aluminum industry problems, 
partly because we have had two mild winters which have reduced 
house heating loads. But the main reason we have a large surplus is 
because of a deliberate policy imposed in 1953 that the Bonneville 
Power Administration would no longer sell power to industry. This 
is a very unfortunate policy and has seriously hurt the economy of 
the Pacific Northwest. I understand that the Bonneville Power Ad- 
ministration could sell around 150,000 kilowatts of firm power and 
tie to those sales approximately 150,000 kilowatts of dump power, 
thus increasing both its firm power and dump power sales. This 
would amount to about 21% billion kilowatt-hours and could bring in 
about $5 million a year revenue. 

This would take care of about one-fourth of the alleged 10 billion 
kilowatt-hours surplus which we now have. 

We will undoubtedly have a considerable surplus of dump power in 
any event for the next 10 years or more. But the first order of busi- 
hess, as we see it, in protecting the Bonneville rates and the integrity 
of the Bonneville financial structure is to change this policy of refusing 
to sell power to industry. r 

I hope the Secretary of the Interior will make an effort to do that. 

The second incentive point that has been raised here in attempting 
to force this contract is that it is for the purpose of saving Bonneville 
from operating in the red. Here again we are in disagreement. 

here are a great many reasons why the Bonneville Power Adminis- 
tration is apparently operating in the red, on which I have testified 
in other hearings, and which I will not take the time for here today. 
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We think that Bonneville is in fairly sound shape. Some of the 
ground rules need cleaning up. 

My seventh point. has to do with the general argument of minimiz- 
ing the value of the California intertie. We have heard the price of 
$1.85 for a barrel of oil. We in the Northwest cannot buy oil at suc) 
low rates. Historically, we have had oil as high as $3 and certainly 
the price of oil looks like it is going up in the long run. 

There has been an extreme emphasis here on the claim that this 
is purely dump power. No mention has been made yet that the power 
would be used in California in the summer months at the time that 
California has its peak loads. The two power systems should fit to- 
gether beautifully because in the Pacific Northwest we have winter 
peaks, and our loads are lower in the summer. 

In California they have summer peaks largely due to irrigation 
pumping. Their loads are smaller in the winter. The two systems 
would thus fit together, both from a resource standpoint and a load 
standpoint. The loads would fit together well and the resources 
would fit. together well. This is what’ makes us think that a much 
larger California intertie could be built. 

Not only is this dump power coming into California under this 
California intertie during the summer season when the firm power re- 
quirements are greatest on the various California systems, but also 
at the time that they have their highest peak loads. Therefore, some 
of this so-called dump power would actually be sold by P.G. & E. at 
highly profitable peaking power rates. 

As my eighth and last. point the argument of haste has been used 
considerably in connection with this contract to get it signed this 
year. 

May I point out that the California intertie was first proposed in 
1935 by the Pacific Northwest Regional Planning Commission. It 
was seriously brought up again in 1950 in connection with the Korean 
crisis as a defense measure. It was mentioned again in a very fine 
report of the Federal Power Commission issued in 1953. That report 
was so strong that it became one of the basic reasons for a hurried 
decision to sell the Yamsay-Klamath Falls portion of this line which 
the Bonneville Power Administration had under construction at that 
time. 

I think there is so much at stake that we can afford to wait a year 
if necessary to have a careful check made of the State study when it 
becomes available. 

In conclusion, we would like to see a line between California and 
the Pacifie Northwest which would be a free enterprise line and not 
a monopoly line. We would like to see this line available to any 
power load in California, to any load in the Pacific Northwest. and 
that the line could be used by any power resource in California or 
any resource in the Pacific Northwest. To allow the Pacific Gas & 
Electric Co. to monopolize this crucial, perhaps the most crucial trans- 
mission line anywhere in the United States. would place the Govern- 
ment in the position of encouraging monopoly. 

I have in mind a book written by Adams and Gray, called “Monop- 
oly in America,” in which he points out repeatedly that the Govern- 
ment itself has tended to create many of the large monopolies in our 
country. Certainly the granting of this transmission line to Pacific 
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Gas & Electric Co. would add another chapter to this book. So my 
first conclusion is that this line should be a common carrier, publicly 
owned line available for the use of any power system in the Northwest 
or California and available to any load in either region. 

The second conclusion is that we should wait not only until the State 
study is available, but until an adequate opportunity has been pro- 
yided for all parties concerned to review the State study. 

The third conclusion is that some legislation is necessary. There 
is no doubt in our minds on this point. Therefore, we make the 
categorical point that legislation is needed to set the boundary line 
between these two Federal-systems at the California-Oregon boundary 
and that Congress stipulate that the line be limited to surplus power 
between the two regions. 
> Finally, Mr. Chairman, although our own resolution of the North- 

west Public Power Association does not now recommend a Federal 
transmission line because we do not have a project report for such a 
recommendation, we think that the door should be left open to con- 
sider very seriously whether this line should not be built on some 
public basis, whether Federal or by some other public entity or groups 
of public entities so the line will be operated on a public basis and 
beavailable to all parties. Thank you very much. 

Senator Jackson. Thank you,.Mr. Norwood. 

Do you have any idea of the amount of surplus that would be avail- 
able, for example, during the winter months in California which 
could be sent up north? As I get the picture, the idea is that—this is 
very general—that the surplus that occurs in the Northwest during 
the summer months could be shipped south, I should say, and the sur- 
® plus that occurs in California during the winter months could be 
shipped north to firm up power in the Northwest at a time when we 
face a brownout, or at least to firm up the power. 

Mr. Norwoop. I hope the consulting engineer who is writing the 
State report will have your question before him because certainly it 
isa good question for the state report to address itself to, I think 
the State of California might he able to get a lot of benefit out of this 
line by from time to time sending to the Pacific Northwest customers, 
whenever we are in trouble, because at those times dump power from 
California has a tremendously high value in the Pacific Northwest. 

We can pay from 10 to 15 mills for power in a critical water year 
which comes about 1 year in 20, and therefore this line could actually 
provide a good market for California. I do not have the answer. 

Senator Jackson. It is your understanding that this matter will be 
gone into in connection with the report by the Pacific coast States ? 

Mr. Norwoop. I should hope-so. However, let me mention that Ben 
Creim in his 1948 paper did make such a tabulation which I could 
snd you. I think I placed it in the hearing last year. 

Senator Jackson. I think that is available. 

Well, thank you for your very fine statement. 

Senator Kuchel ? 

Senator Kucuen. Thank you, Mr. Norwood. 

Senator Jackson. Judge Lusk? 

Senator Lusk. No questions, Mr. Chairman. 

Senator Jackson. Thank you very much for coming. 

Are there any other witnesses now that desire to be heard? 








78 PACIFIC NORTHWEST (BONNEVILLE) -CALIFORNIA INTERTIE 


I will place in the record at this point a letter received today from 
Stark Fox, executive vice president of the Oil Producers Agency, 
(The letter follows :) 


Om PRropucers AGENCY OF CALIFORNIA, 
Los Angeles, Calif., May 4, 1960. 
Senator CLINTON P. ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation, 
Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR ANDERSON: I am advised that your committee is resuming 
hearings on the Bonneville (Pacific Northwest )—California Intertie. 

That being the case, I respectfully refer you to the printed report of the 
hearings held on April 8 and 9, 1959, at pages 187-191 of which appears testimony 
which I presented. 

This testimony points out some of the effects of the proposal upon the Cali- 
fornia oil producer and urges that, before any decision is reached, thorough 
consideration of these effects be given. 

The statements made in my testimony are as valid today as they were a year 
ago. I again request that they be noted in your present hearings. 

Yours very truly, f 
Stark Fox, 
Executive Vice President, 


The Chair would like to suggest that the record be held open until 
Monday. In case there should be some supplemental statements or 
statements that any of the witnesses or anyone else who did not have 
a chance to be heard may present them, this can be accomplished by 
getting in touch with the committee and Mr. Goodrich Lineweaver. 

The committee will stand adjourned subject to call of the Chair, 

(Whereupon, at 4:30 p.m., the committee adjourned, subject to the 
call of the Chair. ) 
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